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AMERICAN BANKERS ASSOCIATION’ 


SPECIAL CONVENTION ROOM RATES TO A.B. A. MEMBERS DURING THE CONVENTIONS 


* A. B. A. Eastern Savings Conference: March 5-6, 1936 


* American Bankers Association Trust Division: Feb. 11- 


Bankers prefer The Waldorf-Astoria, not only for 
convention facilities, but also for the service estab- 
lishment that caters to the comfort and enjoyment 
of each individual, at all times. Charming, home- 
like rooms and suites, with every new-day con- 
venience. Restaurants, affording a wide variety of 
menus and prices. Convenient location ... at the 


heart of the smart world of clubs, theatres, shops, 


12-13, 1936 


yet but a few minutes from business and financial 
centers. Comfortable, air-conditioned convention 
facilities .. . from the Grand Ballroom, with huge 
stage, orchestral organ, and full theatre-size sound 
and motion picture equipment, to the smaller, per- 
fectly-appointed suites. World-famous banquet or- 
ganization under the personal direction of Oscar- 


of-the-Waldorf...assures successful conventions. 


Please address all correspondence concerning reservations and rates to Frank A. Ready, Manager 


THE WALDORF <ASTORIA 
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HARRIS & EWING 


Capacity to Pay 


AT this time, when there appears to be a growing countrywide 
sentiment for a live-within-our-means policy in Federal ex- 
penditures, the nation’s attention centers on the budget. It is a 
particularly important question just now, for Congress is faced 
with many demands on the Federal purse, the bonus question 
and a host of inflationary measures. 

Lewis W. Douglas (left), former Director of the eer has 
spoken and written widely on the subject and has become a lead- 
ing exponent of old-fashioned budget balancing. 
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Dates and Important Events 


New Year 


E early part of 1936 contains an 
unusual number of developments 
important to business and bankers. 

Congress convenes on January 3, the 
Federal Reserve Board assumes its new 
form, the Supreme Court reconvenes 
for a session that will be historic and 
the United States trade pacts with 
Canada and Brazil go into effect. 

January is the month scheduled for 
the annual meetings of national banks. 
President Fleming of the American 
Bankers Association has announced 
that the Eastern Conference on Bank- 
ing Service will be held in Philadelphia 
January 23-24. 

These and a wide variety of other 
events will be of interest to bankers and 
business men as the new year begins. 


EVENTS 


Federal Reserve 


HE new Board of Governors of the 

Federal Reserve System, to be ap- 
pointed by President Roosevelt under 
provisions of the Banking Act of 1935, 
will take office February 1, 1936. The 
President will appoint seven members 
of the Board of Governors, each of 
whom will serve, according to the desig- 
nation of the President, an initial term 
of from two to 14 years, so that there 
will be no more than one automatic re- 
tirement in any two-year period. The 
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President also will designate one mem- 
ber to serve as chairman and another as 
vice-chairman, each to serve four years. 
Before March 1 the directors of each 
of the 12 Reserve banks will elect a 
president and vice-president and other 
officers of their institution to serve 
terms of five years in such capacities. 
The selection of president and first vice- 
president made by each Reserve bank 
must be approved by the Board of Gov- 
ernors in Washington. In order that the 
new Board shall have complete control 
of the System, existing vacancies in the 
officer personnel of the Reserve banks 
have not been filled at present and of- 
ficers whose terms expire at the begin- 
ning of the new year have been reap- 
pointed for a two-month term only. 
The composition of the new Board of 
Governors is naturally a matter of ex- 
treme interest to bankers. The present 
governor of the Reserve Board, Mar- 
riner S. Eccles, has been designated by 
the President as the first chairman. 


Interest Rates 


Effective January 1, the Reserve 
Board’s revision of Regulation Q pro- 
vides for continuance of the 24 per cent 
rate on savings deposits, indicating that 
“under present conditions banks cannot 
afford to pay higher interest rates.” 
Effective at the same time are the new 
rules governing the payment of interest 
on time deposits, and the F.D.I.C. has 
decreed similar rules to cover all insured 
banks. The time deposit maximum in- 


Ahead 


terest schedule is graduated: 24 per 
cent on time deposits payable in not less 
than six months; 2 per cent on time de- 
posits payable in less than six months 
and not less than 90 days; 1 per cent on 
time deposits maturing in less than 90 
days. The maximum rate payable on 
postal savings funds, which are time de- 
posits, continues to be 2%4 per cent or 
such lower rate as state banks are per- 
mitted to pay under state laws. 

In line with its previous policy, the 
Board also makes the rates uniform for 
the entire country, although it has the 
power to fix such rates by Federal Re- 
serve districts. 

Also effective January 1 are the 
Board’s revisions of Regulation D per- 
taining to reserves of member banks, 
Regulation I dealing with capital stock 
of member banks and Regulation O in 
regard to loans to executive officers of 
member banks. 


Supreme Court 


After a recess of two weeks the Supreme 
Court is expected to reconvene January 
6. Important cases before the court in- 
clude those bearing on the constitution- 
ality of the Agricultural Adjustment 
Act and the Tennessee Valley Author- 
ity, of which initial arguments were 
heard during December. 


Foreign Trade 


The United States reciprocal trade 
agreements with Canada and Brazil, ef- 
(CONTINUED ON PAGE 5) 
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MR. KLINE is a carpenter. 


But he has not been earning much in many 
months of the past. He and his little family 
have had to pinch their pennies. The going has 
been hard. 


Now, things are looking brighter. For Mr. 
Kline has a job. He has a job because a Mr. Smith 
is building a home. 


The same Mr. Smith, who, some years ago had 
the courage to put aside a small sum monthly 
with Investors Syndicate—and the strength of 
purpose to stick to his program. The same Mr. 
Smith who recently received $5,000 in exchange 
for his persistence. 


He typifies the thousands of our certificate 
holders, who, in the past year have become more 
important to their communities—and to their 
bankers. 


Somehow, the great thrill of this business lies 


A MR. KLINE HAS A JOB 


not in seeing ourselves grow, but in seeing the 
growth we help bring to others. 


During the ten months ending last October 31st, 
Investors Syndicate disbursed over $8,000,000 
to holders of Living Protection Contracts. And, 
incidentally, entered its 42nd consecutive year 
of “Prompt payment of every obligation.” 


INVESTORS SYNDICATE 
Established 1894 


Offices in 91 principal cities, including: 

NEW YORK} - BOSTON - PHILADELPHIA - CHICAGO 
ATLANTA - WASHINGTON - HOUSTON .« ST. LOUIS 
KANSAS CITY - DENVER - SEATTLE - LOS ANGELES 
TORONTO* MONTREAL* - VANCOUVER * 
Home Offices: Minneapolis, Minn. 


Affiliated Companies: {Investors Syndicate Title and Guaranty 
Company, New York. *Investors Syndicate, Ltd., Canada. 
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MIDDLEBROOK’S 
ALMANA 


FOR THE YEAR OF OUR LORD, 


THIS is the front cover of Middle- 
brook’s Almanac as it appeared in 
January 1836, a hundred years ago. 
It shows one of those fine new en- 
gines which make a person wonder: 
my, what next? In addition to ex- 
plaining the wonderful present, it 
was often the duty of a publication, 
in the almanac era, to engage in a 
little goodnatured and reckless fore- 
casting. 

The habit is still strong around the 
first of the year but the task is more 
difficult. There will be politics in 1936. 
Also, there will be considerable eco- 
nomic progress and great national 
deficits, and efforts to reconcile these 
two will lead to some confusion. 
There will be many important de- 
velopments, almost all of which will 
be unexpected. 

Aside from these few items, Janu- 
ary’s BANKING contains little in the 
nature of prophecy except, perhaps, 
an optimistic cover design—sug- 
gesting a great deal of work to be 
done in 1936. 


Bank management articles and 
subjects in this issue: Canadian 
Banking; Instalment Finance; 
Mathematics at Work; It Might 
Have Been Prevented; Main- 
taining Customers? Good Will; 
Savings Bank Life Insurance; 
Loans for New Cars; Housing 
Displays; Bonds; 


Government 


Cost Analysis; Advertising; 


Budgets; Past Due Loans. 
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H' IS bank officer charged with managing his bank’s bond account—single- 


handedly. Of necessity, he must know present values and future possibilities 
of industrials, utilities, rails and governments. But that’s only the beginning! He 
must also be expert in foreign trade, marketing, economics. Not to mention politics, 
science, real estate, labor relations and industrial management. How multi-sided 


must our expert be! 


Yet, many directorates expect one officer to perform all these functions in addition 
to his regular duties of bank management. Miracle man indeed if he could profitably 


manage the bond account under these conditions. 


Such a miracle man never existed—never will. Here at Moody’s we divide these 
many duties among a large staff of mature specialists, each giving his whole time to 
just one aspect of investing. Their findings and opinions are correlated by a personal 
counsellor—fitted to your bond account in terms of specific instructions on how to 


strengthen position, increase income, improve market value. 


Why not let us explain to you or to your directors just what Moody’s Supervisory 
Service can do for your bank—and at what moderate cost. There will be no obliga- 


tion attached to your inquiry. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY NEW YORK CITY 
105 WEST ADAMS STREET, CHICAGO 
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(CONTINUED FROM PAGE 1) 
fective January 1, are recent steps in 
Secretary Hull’s policy of eliminating 
many of the world’s trade restrictions. 
The Canadian trade treaty, continuing 
indefinitely unless either nation cancels 
it upon six months’ notice, grants the 
United States new tariff rates on 767 
commodities and articles exported to 
Canada and entitles Canada to conces- 
sions on 53 major products which the 
United States imports from her. The 
Brazilian agreement, which was signed 
February 2, 1935, provides for foreign 
exchange control and protection of 
American interests. 

Trade agreements with Belgium, 
Haiti and Sweden went into effect dur- 
ing 1935, and it is expected that early 
in the year other agreements will be 
reached with Switzerland, France, Spain, 
Costa Rica, Honduras, San Salvador, 
Guatemala, Nicaragua and Finland. 
The Netherlands agreement is effective 
February 1. It is hoped that an agree- 
ment with Great Britain may be reached 
at least by mid-Summer. (See page 17 in 
this issue of BANKING.) 


Revenue Act of 1935 


The new gift tax rates, effective January 
1, as specified in the Revenue Act of 
1935, are to be applied in computing the 
tax on all sums of money intended for 
gifts for the calendar year of 1936 and 
thereafter. Other amendments, effective 
January 1, included in the 1935 Reve- 
nue Act are those relating to personal 
holding companies, corporate liquida- 
tions, corporation income taxes and 
surtaxes on individual incomes. 


Social Security Act 


Provisions of the Social Security Act, 
passed August 14, 1935, impose, effec- 
tive January 1, an unemployment in- 


surance tax requiring each employer, 
who employs 8 or more persons, to pay 
a tax of 1 per cent of his payroll for 1936, 
2 per cent for 1937 and 3 per cent after 
1937. This tax on the wages for the year 
1936 may be paid in quarterly instal- 
ments beginning January 31, 1937. A 
canvass of state laws reveals that 22 
states of the Union will have to amend 
their constitutions before they can op- 
erate an unemployment insurance sys- 
tem under the Social Security Act. 


Railroad Retirement Act 


An investigation commission, provided 
for under the Railroad Retirement Act 
which will go into effect on March 1, is 
making a study of retirement, annuity 
and similar technical problems under 
the new law. The commission, headed 
by Walter H. Pollak of New York, was 
appointed by President Roosevelt on 
December 6 with the request that the 
report on its findings be submitted to 
Congress before the new Retirement 
Act becomes effective. 


S.E.C. 


Formal supervision of the activities of 
the over-the-counter market, effective 
on January 1, will add one more duty to 
the already crowded list of responsibili- 
ties of the S.E.C. With the opening of 
the new year the registration of about 
5,000 brokers and dealers will become 
effective if they have all passed the 
commission’s eligibility test. 

The S.E.C. has extended to February 
1 the temporary exemptions from regis- 
tration granted to the Colorado Springs 
Stock Exchange, the Manila Stock Ex- 
change, the San Francisco Mining Ex- 
change and the Seattle Stock Exchange. 
March 31, 1936 is the deadline for for- 
eign countries to register their bonds 
with the S.E.C., although notice has 


EAST AND WEST 


With its spectacular flight to Manila, the China Clipper inaugurated an air service 
that will soon be a commonplace 


Security 
Advisory 
Service 


for 


Institutions 


Continuing the security business of 
Roosevett & SON founded 1797 


Dick & Merle-Smith 


Members New York Stock Exchange 


30 Pine St. 
New York 


30 State St. 
Boston 


FEDERAL INTERMEDIATE 
CREDIT BANK 


Consolidated Debentures 


Authorized by an Act of 
Congress approved March 4, 1923 
As Amended 
Exempt from Federal, State, Municipal 
and Local Taxes 


Consolidated debentures are the joint and 
several obligation of the twelve Federal 
Intermediate Credit Banks. 

These debentures are eligible up to six 
months’ maturity for purchase by the Fed- 
eral Reserve Banks. 

They are acceptable as collateral security 
for fifteen day loans by member banks of 
the Federal Reserve System. 

Consolidated debentures are legal for invest- 
ment by savings banks in the State of New 
York. 

They are eligible as security for all fiduciary, 
trust, and public funds held under the 
authority or control of officers of the United 
States. 

These debentures have been approved as 
security for deposits of postal savings funds. 


+z Further information and circulars can be 
obtained through your dealer or 
CHar_es R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 
31 Nassau Street New York City 


a 


ACME 
January 1936 | 


AUDITS 


v 


DIRECTORS 
EXAMINATIONS 


J. F. MEREDITH 


and Company 


50 Church Street 
NEW YORK CITY 


GENERAL 
MILLS, inc. 


30th Consecutive 
Preferred Stock Dividend 


November 25, 1935 


Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of one dollar and fifty cents ($1.50) per share 
upon the preferred stock of the company, 
ae nang January 2, 1936, to all preferred stock- 
olders of record at the close of business 
December 10, 1935. Checks will be mailed. 
Transfer books will not be closed. This is the 
thirtieth consecutive dividend on General 

Mills’ Preferred. 

(Signed) KARL E. HUMPHREY, 

Treasurer. 


been given that, if possible, registra- 
tions should be made not later than 
February 13 to give the commission 
plenty of time for investigation. 

The commission’s report to Congress 
on its protective committee study is due 
on January 3. 


Investment Trusts 


During 1936 the S.E.C., together with a 
committee representing the investment 
trusts, will make a thorough investiga- 
tion of whether legislation is advisable 
for Federal control of investment trust 
activities. This question is closely re- 
lated to other matters dealt with by the 
S.E.C. At present the investment trusts 
do not report to the commission. 

The large staff, built up by the com- 
mission for the inquiry under the direc- 
tion of Commissioner Healy, will make 
a report of its study of the question to 
Congress by January 4, 1937. 


F.D.1.C. 


On or before January 15, 1936, every 
member bank of the Federal deposit in- 
surance system must file a statement 
with the F.D.I.C. showing the amount 
of its net deposits by daily averages 
during October, November and Decem- 
ber 1935. On this statement will be 
based the assessment for the insurance 
premium covering the first six months 
of 1936. Payment of the premium must 
be made, in accordance with the regula- 
tions of the insurance corporation, 
within 60 days of the time the state- 
ment of deposits is filed. 

After February 1 the F.D.I.C. re- 


quires that each insured bank must in. 
clude in all advertisements issued by 
the bank the F.D.L.C. official advertis. 
ing statement—in substance, that “the 
bank is a member of the Federal De. 
posit Insurance Corporation.” 


Cotton 


A new four-year cotton program has 
been announced by the A.A.A. to begin 
with the year 1936—that is, if the Sy- 
preme Court decision on the A.A.A. is 
favorable. Cotton producers have been 
offered a four-year restriction program 
calling for a reduction of the cotton 
crop in this country of at least one-third 
of their “base acreage”. According to 
A.A.A. officials, the “ideal” cotton crop 
for 1936 would be between 11,500,000 
and 12,000,000 bales, and this result is 
the aim of the program. Several changes 
have been made in the new cotton con- 
tract, including the privilege of either 
A.A.A. or the farmer to terminate the 
contract at the end of any year, anda 
change in the method of making benefit 
payments to farmers. 


Cotton Loans 


On February 1 fall due the Government 
loans on 4,500,000 bales of cotton which 
were made through the Commodity 
Credit Corporation at the rate of 12 
cents per pound. Indications are that 
the loans probably will be extended, al- 
though the opinion has been advanced 
by an A.A.A. official that it was the 
duty of the Government to sell at least 
a million bales of this cotton. 
(CONTINUED ON PAGE 8) 


ORGANIZATION METHOD 


The American Federation of Labor entered 1936 with a contest within its ranks on 

the subject of union organization. John Lewis (on the aisle, left) favors vertical 

unions, while William Green, A. F. of L. president, (on the aisle, right) favors the 
traditional horizontal organization 
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so often change and shape the 


[i Is 1588. The dream of Philip II of Spain to invade Eng- 
land...to change the map of the world...is being put to test. 


Under British gunfire the Armada is beating northward 
ftom the Calais roads. Suddenly the wind comes to the aid of 
Spain...the huge canvases on her war galleons fill...Spain’s 
ships are whipped out of range. But this blessing soon be- 
comes a curse. 

Increasing in fury, the wind drives the Armada in shore... 
Only 6 fathoms beneath the Spanish bottoms ...Then the 
winds of Heaven change again. Northward the Armada drives; 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... 
Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... 
Sprinkler Leakage... 


Health... Electrical Machinery...General Liability... Plate Glass... 


course of man’s affairs” 


rounds Scotland; only to strew the Irish Sea and Coast with 
half its number. Here were unforeseen events that checked 
the naval growth of Spain. 


The unforeseen is always happening. Today’s armadas of 
business are subject to many shifting winds. The Maryland 
offers you protection against the unexpected in more than 
60 bonding and casualty insurance lines. Through 10,000 


' agents Maryland coverage is available in every state of the 


Union, in Alaska, Canada, Cuba, Puerto Rico, Canal Zone, 
Mexico, and Hawaii. 
Check Alteration and Forgery... Depository... Fraud... Public 


Automobile... Burglary... Boiler... Elevator... Accident and 
Fly-W heel... Workmen’s Compensation. 


Contract... 
Engine... 
Water Damage... 


MARYLAND Casualty COMPANY, Baltimore 


January 1936 
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CHICAGO CLEVELAND 


@ There is no such thing as a 
“Rush” order in a DeLuxe 
plant. 


But to every order bearing 
a specified date, is attached 
a “Promised” order form like 
that shown above. 


—Annd it wields a power far 
more potent than any “Rush” 
stamp could do. Everyone in 
our organization engaged in 
putting the order through is 
trained to do his or her bit to 
make sure that the “Promised 
Order” is delivered as prom- 
ised, with every duty of su- 
pervision and inspection duly 
performed. 


Quality always. Value al- 
ways. And deliveries when 
promised, even if unusual 
service is required. Isn't that 
a check source that would 
appeal to you? 


DE LUXE 
CHECK 
PRINTERS 


INC. 


NEW YORK SAINT PAUL 


KANSAS CITY 


Liverpool Contracts 


Since the organization of the Liverpool 
Cotton Association, Ltd., in 1882, the 
United States alone has supplied it with 
cotton futures deliveries. But due to the 
new American cotton policy involving 
curtailment of production and price- 
fixing and the increase of cotton 
production in other countries, the Liver- 
pool association has been forced to con- 
sider changing the contract with the 
United States so that it may accept de- 
liveries from other countries as well. 
February 2 has been set as the tentative 
date for the change in contract. 


Farm Inventories 


The week of January 6-11 will be ob- 
served as “Farm Inventory” week, ac- 
cording to the Agricultural Commission 
of the American Bankers Association, 
which cooperates with other organiza- 
tions in making a nation-wide effort to 
emphasize the value of budgets and 
farm inventories. 


Foreign 


The Cuban Government will hold its 
general elections on January 10, accord- 
ing to a formula submitted to the gov- 
ernment by Professor Harold Willis 
Dodds, president of Princeton Univer- 
sity, as a solution of the Cuban election 
problems. The government accepted 
the plan of Professor Dodds on Decem- 
ber 6. 

In London, the Empire’s Airway Ex- 
hibition at the Science Museum opened 
on December 6 and is scheduled to last 
until January 31. No doubt great inter- 
est will be evidenced at this time be- 


cause of the pending plans for experi- 
mental transatlantic airmail flights 
under American and British joint Opera- 
tion, which will possibly be starteq 
about March 15 by way of the Ney. 
foundland-Ireland route, and probably 
will be continued over that route until 
about October 15. 

The British Industries Fair this year 
will be held from February 17 to 28 at 
Olympia and White City. Trades par. 
ticipating in this annual Industries 
Fair, organized by the Department of 
Overseas Trade, include the textile, fur. 
niture, glass and china, engineering and 
hardware industries. 

From Moscow it is learned that 
American manufacturers seem no longer 
interested in maintaining offices in 
Soviet Russia. With the closing on Jan- 
uary 1 of the office of the International 
General Electric Company, the last 
representation of American manufac- 
turers departs, due probably for the 
most part to the lack of business, Un- 
doubtedly the new Soviet regulations 
for registration, which are about to be 
enforced, are also responsible. 


National Home Shows 


Supplementing the Federal Housing 
Administration’s campaign to stimulate 
the building industry, National Home 
Shows will be conducted during the 
Winter and Spring in many of the larg- 
est cities, supported locally by real 
estate boards, chambers of commerce, 
architects, contractors, financial insti- 
tutions and other groups. 

The Baltimore show, opening Janu- 
ary 4 and running until January 11, is 


THE PACIFIC 


Rear Admiral Orin G. Murfin (seated in center) has taken command of the United 
States Asiatic Fleet. He is pictured below with his staff on board the flagship 
of the fleet, the U. S. S. Augusta 
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WIDE WORLD 


FOUNDATION HEAD 


On July 1 Raymond B. Fosdick will take 
over the presidency of the Rockefeller 
Foundation and the General Education 


Board 


the first in the series. The Federal Hous- 
ing Administration’s educational ex- 
hibition material will be featured. In 
addition to Baltimore, cities which 
have already arranged for National 
Home Shows include Houston, January 
11-18; Fort Worth, January 25-Feb- 
ruary 6; Detroit, February 14-23; 
Miami, January 25-February 1, and 
at the American Exposition in San 
Diego, from January 15 to September 1. 


Air Conditioning 


The Fourth International Heating and 
Ventilating Exposition at the Interna- 
tional Amphitheatre in Chicago, Jan- 
uary 27-31, will demonstrate equip- 
ment and processes for heating, ventilat- 
ing and air conditioning. The American 
Society of Heating and Ventilating En- 
gineers and the National Warm Air 
Heating and Air Conditioning Associa- 
tion will be meeting at the same time in 
Chicago. 


Conventions and Meetings 
(See also pages 48 and 50) 


During January the following impor- 
tant business, financial and industrial 
conferences will be held: January 5-11, 
National Automobile Dealers Associa- 
tion, Detroit; January 6-10, National 
Shoe Retailers Association, Chicago; 
January 6-20, National Retail Furni- 
ture Association, Winter Furniture Mar- 
ket, Chicago; January 13-17, National 
Retail Dry Goods Association, New 
York City; January 13-17, Society of 
Automotive Engineers, annual meeting, 
Detroit; January 14-16, Club Managers 
Association of America, New York 
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City; January 15, National Federation 
of Builders Supply Associations, Cin- 
cinnati. 

January 15-17, American Society of 
Civil Engineers, New York City; Janu- 
ary 16, National Paper Box Manufac- 
turers Association, Chicago; January 
17-18, American Association of Rail- 
way Advertising Agents, Chicago; Jan- 
uary 17-25, National Association of 
Engine and Boat Manufacturers and 
the National Motor Boat Show, New 


York City; January 20-22, National | 
Association of Retail Clothiers and | 
Furnishers, Chicago; January 20-22, | 


National American Wholesale Grocers 
Association, Chicago. 

January 20-24, American Road 
Builders Association, annual meeting 
and road show, Cleveland; January 
20-25, National Food Brokers Associa- 
tion, Chicago; January 23-24, Ameri- 
can Bankers Association, Eastern Con- 
ference on Banking Service, Philadel- 
phia; January 27, New York State 
Bankers Association, annual mid-Win- 
ter meeting, New York City; January 
28-30, American Wood Preservers As- 
sociation, Memphis; January 28-31, 
American Institute of Electrical Engi- 
neers, New York City. 


Other Meetings 


Scheduled for February are the follow- 
ing meetings: February 3-7, National 
Electrical Manufacturers Association, 
New York City; February 11-13, Amer- 
ican Bankers Association, Trust Divi- 
sion’s annual Mid-Winter Conference, 
New York City; February 17-22, Amer- 
ican Paper and Pulp Association, the 
Technical Association of the Paper and 
Pulp Industry and the National Paper 
Trade Association of the United States, 
New York City. 

The Democratic National Commit- 
tee, meeting January 9, will decide the 
date and place for the party’s national 
convention. The Republican convention 
opens June 9 in Cleveland. 


PUBLIC FINANCE 


Government Financing 


The next regular financing date of the 
Government is March 16. 


Treasury Bills 


During January, four issues of United 
States Treasury bills of about $50,000,- 
000 each come due. On January 8 is due 
the $50,062,000 issued on April 10, 
1935. January 15 is the due date of the 
$50,020,000 issued April 17, 1935. On 
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Here’s one reason.... 


POOR’S 
Industry and 


Investment Surveys! 


90 Broad Street, New York 


**MUTUAL’ 
THIS YEAR 


Save as much as 15% to 25% on 
your Automobile, Public Lia- 
bility, Compensation and other 
casualty insurance premiums. 
Deal directly with the company 
— get mutual interest in your 
risks and other money-saving 
services. 


(Non-Assessable) 


HOME OFFICE 
WAUSAU, WISCONSIN 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory. 
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January 22 comes due the April 24, 
1935, issue of $50,155,000, and on Janu- 
ary 29 the $50,085,000 issued on May 1, 
1935. 

During February another $200,000,- 
000 in Treasury bills is due; on Febru- 
ary 5, the $50,091,000 issued May 8, 
1935; February 11, $50,255,000 issued 
May 15, 1935; on February 19, $50,- 
020,000 issued May 22, 1935, and on 
February 26 the $50,037,000 issued 
May 29, 1935. 


Treasury Note Interest 


February 1 is the interest date for the 
$364,138,000 United States Treasury 
notes, series A-1936, 314 per cent, 
issued August 1, 1932. March 15 is the 
date payable for interest on series 
D-1936. The amount outstanding is 
$514,066,000, 134 per cent, issued Sep- 
tember 15, 1934. 


Government Bond Interest 


On January 1 interest is payable on 
the following United States Govern- 
ment bonds: Consols of 1930 issued 
April 1, 1900, at 2 per cent; conversion 
bonds of 1946-1947, amount outstand- 
ing $28,894,500, issued January 1, 1916- 
1917, at 3 per cent; and postal savings 
bonds, series 10 to 49, amount out- 
standing $121,819,840, issued January 
1, July 1, 1916-1935 at 2% per cent. 


Government Taxes 


Tax returns of payments of interest on 
corporate obligations for December 
which were withheld at source are due 
on January 20. 

On January 31 are due the return and 
payment of excise taxes for December. 

On February 15 all Federal informa- 
tion tax returns are due except returns 
of fiduciaries and partnerships, which 
are due March 16. Also on February 15 
are due tax returns of dividend pay- 
ments of $300 or more by domestic and 
resident foreign corporations. 


Federal Land Banks 


All outstanding 4% per cent bonds of 
the 12 Federal land banks, called for 
redemption at par January 1, will be 
paid upon presentation at any Federal 
Reserve bank. 


H.O.L.C. 


The H.O.L.C., expecting to have all 
pending applications for loans in at 
least 11 states disposed of by January 1, 
finds its refunding program about 96 
per cent complete and its collection pro- 
gram about 4 per cent begun. The lend- 
ing power of the H.O.L.C. ends on June 
13, 1936, but the indications are that its 
active lending life will have ended long 
before the limit set by law. 


THE ATLANTIC 


1936 will witness the preliminaries to regular passenger and airmail service between 

North America and Europe, as a result of agreements in Washington between 

United States conferees and British representatives. Below, from the left, G. W. 

Humphrey, managing director of Imperial Airways, Col. F. C. Schelmerdine, di- 

rector general of civil aviation of Great Britain, Sir Donald Banks, director general 
of the British post office, Richard Southgate, U. S. State Department 


Stabilization Fund 


On January 30, 1936, the power of the 
Secretary of the Treasury to manipulate 
the $2,000,000,000 stabilization 
set up in January 1934, expires, unless 
the President by proclamation extends 
that power. Also, according to the pro- 
visions of the Gold Act of 1934, the 
power of the President to fix the gold 
value of the dollar expires, unless Con. 
gress extends that power. 


Service Certificates 


The 4 per cent Adjusted Service Cer- 
tificate Fund, series 1936, payable Jan- 
uary 1, was issued ‘January 1, 1935, 
$254,200,000 outstanding. 


Savings Bonds 


On sale January 1, the new series of 
United States Savings Bonds will be 
designated as Series B to differentiate 
them from the 1935 series. 


CORPORATE FINANCE 
Dividends 


The following are some of the compa- 
nies that have declared dividends 
payable January 1: Columbia Baking 
Company, $.25; Continental Baking 
Corporation, $1; International Shoe 
Company, $.50; Liggett & Myers To- 
bacco Company, preferred, $1.75; Swift 
& Company, $.25; Texas Corporation, 
$.25; Union Carbide and Carbon Cor- 
poration, $.50. 

Among dividends payable on January 
2 are the American Can Company, pre- 
ferred, $1.75; American Sugar Refining 
Company, $.50; American Sugar Refin- 
ing Company, preferred, $1.75; Armour 
& Company (Ill.), 6 per cent, 7 per cent 
preferred, $1.50; Armour & Company 
(Del.), preferred, $1.75; Bethlehem 
Steel Corporation, 7 per cent cumula- 
tive preferred, $1.75; Continental Gas 
& Electric Corporation, preferred, 
$1.75; Eastman Kodak Company, 
$1.25; Eastman Kodak Company, pre- 
ferred, $1.50; Montgomery Ward & 
Company, $1.75; Radio Corporation of 
America, preferred, $.8712; R. J. Rey- 
nolds Tobacco Company, $.75; Stand- 
ard Brands, $.20; Standard Brands, pre- 
ferred, $1.75; U. S. Gypsum Company, 
$.25; U. S. Gypsum Company, pre- 
ferred, $1.75; U. S. Tobacco Company, 
$1.25; U. S. Tobacco Company, pre- 
ferred, $1.75; on January 10, Interna- 
tional Business Machines Corp., $1.50. 

Some of the important dividends 
payable on January 15 are those of Amer- 
ican Telephone & Telegraph Company, 
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Cashing In on 
Roosevelt 


To investors who are complaining 
about the Roosevelt administration: — 


Naturally, Hoover securities have gone 
down. But Roosevelt securities have 
gone up. They are going up very much 
more if he is re-elected. 


The Babson Organization is endeavor- 


DEBTOR RELIEF 


Debtor relief and its effect on business were discussed recently at a New York 
conference of legal authorities and credit men. Above, left to right, Frank H. 
Somner, dean of New York University Law School, Henry H. Heiman, manager of 
the National Association of Credit Men, Paul H. King, referee of bankruptcy, 


$2.25; International Harvester Com- 
pany, $.30; National Biscuit Company, 
$.40; Otis Elevator Company, $.15; Otis 
Elevator Company, preferred, $1.50; 
Western Union Telegraph Company, $2. 


Funded Debt 


The American Telephone and Tele- 
graph Company has convertible 4 per 
cent gold bonds, amounting to $2,589,- 
000, coming due on March 1, 1936. 

The Bethlehem Steel Corporation 
has $8,156,000 in 10-year 414 per cent 
notes due serially in approximate equal 
amounts each January 1, 1936-1941 
inclusive. 

The Chicago and Northwestern Rail- 
way Company has $14,775,000 in 15- 
year secured 614 per cent bonds due on 
March 1, 1936. 

The Pennsylvania Railroad Company 
has $60,000,000 in 15-year secured gold 
6% per cent bonds due February 1, 
1936, and 30-year secured 4 per cent 
bonds due serially each January 1, 
1936-1964 inclusive. 


Annual Meetings 


Among the larger companies the follow- 
ing annual meetings are tentatively 
scheduled for January: The American 
Surety Company, Gas & Electric Se- 
curities Company, January 7; on Jan- 
uary 14, North American Gas & Elec- 
tic Company; January 15, Hotels 
Statler Company, Inc.; January 16, 
Swift & Company; January 20, Kelvi- 
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Detroit, John Gerdes, professor of law at New York University 


nator Corporation; January 21, Conti- 
nental Gas & Electric Corporation and 
General Tire and Rubber Company; 
January 27, International Shoe Com- 
pany; January 28, Consolidated Paper 
Company. 


Tentative Meetings 


The following are some of the dividend 
meetings scheduled for the month of 
January: January 2, Columbia Gas & 
Electric Corporation; January /7, 
Westinghouse Electric & Manufactur- 
ing Company; January 8, Continental 
Can Company; January 9, General 
Baking Company; January 13, Libbey- 
Owens-Ford Glass Company; January 
15, American Sugar Refining Company, 
Consolidated Oil Corporation; January 
16, Swift & Company, International 
Harvester Company; January 20, Sun 
Oil Company; January 21, Dow Chemi- 
cal Company, General Foods Corpora- 
tion, National Biscuit Company, Pub- 
lic Service Corporation of New Jersey; 
January 22, Colgate-Palmolive-Peet 
Company, Liggett & Myers Tobacco 
Company, United Gas Improvement 
Company, Pennsylvania Railroad Com- 
pany; January 28, Burroughs Adding 
Machine Company, Chrysler Corpora- 
tion, Firestone Tire & Rubber Com- 
pany, International Business Machines 
Corporation, Standard Oil Company of 
California, U. S. Steel Corporation; 
January 29, American Tobacco Com- 


pany. 


ing to get clients into Roosevelt securi- 
ties instead of urging them to hang on 
to Hoover securities. Investors who are 
willing to recognize and profit by the 
new conditions are invited to subscribe 
for Babson’s Reports. 


We now have available a few extra 
copies of our recent report entitled 
“Cashing In on Roosevelt." Would you 
like a copy gratis? 


Use This 


BABSON'S REPORTS, 
Div. 18-12, Babson Park, Mass. 


Send gratis your report entitled 
“CASHING IN ON ROOSEVELT" 


The age and reputation of an 
Insurance Company coupled 
with the character of its man- 


| agement are factors, which those 


entrusted with the property 
interest of others, take into 
consideration when insurance 


protection is selected with 
discrimination. 


UNITED STATES FIRE 
INSURANCE COMPANY 


Organized 1824 
THE NORTH RIVER 
INSURANCE COMPANY 
Organized 1822 
WESTCHESTER FIRE 
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Organized 1837 
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U. S. Government Securities 


Home Owners’ Loan Corporation Bonds 


Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 


Federal Land Bank Bonds 
Municipal Bonds and Notes 
Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Canadian Government, Provincial 


and Municipal Bonds 


Foreign Government Securities 


DiscounT HOusE 


OF 
SALOMON BROS. & HUTZLER 


MEMBERS OF THE NEW YORK STOCK EXCHANGE 
SIxTy WALL STREET 
NEw YORK 
Boston Philadelphia Chicago Cleveland Minneapolis 


Over-the-Counter 
Brokerage Service for 


Banks and Corporations 


WM. J. MERICKA & Co. 


INCORPORATED 


Union Trust Building One Wall Street 
CLEVELAND NEW YORK 
Main 8500 Whitehall 4-3640 


DIRECT WIRE BETWEEN OFFICES 


Municipal 
STATE and TERRITORIAL 
CITY of NEW YORK 
FEDERAL LAND BANK 


JOINT STOCK LAND BANK 


BONDS 


Trading Markets Maintained 
Complete Statistical Service 


Gertler & Company, Inc. 
40 Wall Street, New York, N. Y. 


Philadelphia - Boston - Chicago - St. Louis 
Buffalo - Cincinnati - Pittsburgh - Kansas City 


Own private wire system 


INVESTMENT 
ADVISORY SERVICE 


An increasing number of banks are 
learning the dependability of the 
Francis A. du Pont & Co. Invest- 
ment Advisory Service in furnishing 
them with constructive advice on 


their investments, 


Inqutry Invited 


FRANCIS I. pp PONT & CO. 


Investment Advisory Department 


One Wall Street 
New York 
Wilmington Philadelphia 
Members New York Stock Exchange 
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1936 Market for Bank Service 


(1. What are the credit needs of your community? 

(2. What is the extent of Government competition? 

(3. How can your bank serve completely the credit needs 
of its community? 

(4. What are the limits of your bank’s lending territory? 
(5. How much borrowing is being done in that territory? 
(6. How much of it is being handled by Government agen- 
cies and institutions other than chartered banks? 

(7. Do these agencies possess any advantages that your 
bank cannot gain or match? 

(8. For what purposes is credit being used in your territory 
and in what proportions? 

(9. Is your bank able and willing to make loans for all these 
purposes or a substantial part of them? 

(10. Are there types of loans that are not made in your 
territory but are profitable sources of bank income in other 
localities? 

(11. Is there any reason why at least some of these types 
cannot be profitable in your bank? 

(12. Is your personnel familiar with specific types of credit 
required in your territory? 

(13. In your territory what proportion of the loans is 
made by your bank? 

(14. Is your bank in a position to make any of these loans 
ina greater proportion than at present? 

(15. What sound steps can your bank take to make further 
use of its lending facilities? 

€ 16. Does public demand indicate any opportunities that 
have not been initiated by the banks themselves? 

(17. Can these demands, if they exist, be met on a sound 
basis? 

C18. What types of loans are being made now in your ter- 
nitory that were unheard-of 10 years ago? 

(19. What types is your bank making 
that it did not make 10 years ago? 
(20. How can your bank soundly 
extend the limits of its territory? 


@21. What proportion of persons in 
your community takes business to 
in other communities, and why? 
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By H. A. HARING 


As an authority on warehousing, Mr. 
Haring has for ten years been writing 
on the marketing and distribution of 
goods. He shows here what a bank might 
learn of its marketing opportunities 


E earnings of a bank will lag until it finds a market for 
its services, the chief one of which is the lending of 
money. Neither manufacturers nor merchants can 

prosper unless people buy their goods. A perfect product or a 
fine store avails nothing unless it fits the needs of the com- 
munity. With a bank, the getting of deposits corresponds to 
fabrication of goods by the factory or the stocking of wares 
by the store. Deposits are the stock-in-trade of a bank—to be 
sold in the form of loans. 

It is probable that regular commercial loans will not 
greatly increase in 1936. But if bank officers merely accept 
what appears inevitable and make little effort to go out and 
deliberately create borrowers, isn’t it possible that they are 
making a mistake? 

All agree that money lent at interest is the chief source of a 
bank’s earnings. To sell that service to borrowers is the 
bank’s marketing problem for 1936. 

The task resembles what merchandising has faced for six 
years—the creation of a market when no one wished to buy. 
Only aggressive salesmanship and imagination have availed 
against this condition. But, in the face of general business 
stagnation; some manufacturers and some merchants have 
forged ahead of their fellows right through all this period. 
They have reversed the trend of business. To do so, however, 
they have not sat calmly by and waited for customers to call 
for goods. They have gone out among people to investigate 
their wants. Painstakingly they have studied the real need 
for a product, the price range, the color whims and the 
prejudices of the public, the reasons for buying or not buy- 
ing, the terms of payment, the zones where people are able to 
buy and the areas where buying is impossible. 

Then, even though the findings scorched the pride of ex- 
ecutives and belittled many a petted procedure, these manu- 
facturers and merchants have set about to give the public 
not what the seller had thought it wanted, but what it said it 
did want. In order to make a profit, these successful mer- 
chandisers turned their factories and 
their stores into those much maligned 
things of business, “yessing” institu- 
tions. 

For a homely example, take gasoline. 
What marketing is more competitive? 

Here is a product, bought by all peo- 
ple and yet usually purchased with a 
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feeling of dislike or unwillingness. The dollars come hard 
from the pocket. Irritation is observable at the filling sta- 
tion. Customers are in a hurry to be served and “get going.” 
And the product itself! The customer rarely sees it; he can’t 
hear it, taste it, touch it or smell it. A man in uniform tells 
him that gasoline is in his car and he trusts the serviceman 
rather than trouble to look for himself. 


PLANNED SERVICE 


STARTING from these observed facts one manufacturer in 
1932 undertook exhaustive studies of buying habits—at the 
bottom of the depression. Among other things, this company 
learned that men buy 85 per cent of the gasoline (an un- 
suspected fact), and that, in buying, these men display three 
mental attitudes, which in the end the company turned to 
good use: 


1. Almost every time a married man drives his car after 
his wife or family has had it, the tank is about empty. He 
is vexed. 

2. Every man believes he is so important that he ought 
always to be in a hurry at the filling station, although he 
may stop in three blocks to chat about nothing. 


3. An automobile gives the average mortal a sense of 
power such as he never had before. At no other time has 
the poor man been able to blow his horn and make the rich 
man move out of the way. This feeling of power causes him 
to dash into the filling station and to demand quick serv- 
ice. Although physically he has stopped momentarily, in 
his mind the driver keeps on going along the highway at 
top speed. 

After the company had caught the import of these facts, 
its selling was altered to fit the conditions. Over 7,000 station 
employees, scattered through 874 cities and towns, were 
carefully trained by a correspondence school, by group meet- 
ings, by company speakers using films and sound pictures. 
Advertising, of course, was attuned to the new conception 
of the customer’s mind. Then delays were eliminated in 
station servicing; making change was speeded up. And, for 
those few sentences still possible to drop into the patron’s 
ear, the employee was coached to tell items of interest to 
the customer. He urged a test by the speedometer of the 
mileage per gallon, he stressed the superior quality of the 
gas for pick-up, and, when possible, he passed out sly com- 
ments of a nature to enhance the common man’s belief that 
by owning a car he had become a citizen of importance. 


THE RESEARCH PAID 


HERE is “yessing” in the extreme. It is telling the consumer 
what he wants to hear, especially about the gas and oil 
which he buys but does not see. The company was not, how- 
ever, fooling itself. All this talk was carefully coupled with 
adaptations of the product and the service to the public’s 
wishes. And it paid right handsomely. In the middle of the 
depression, for the areas in which it was sold at all, this 
brand of gasoline in two months leaped to first place in sales 
volume. For nearly three years it has maintained that posi- 
tion. For days and for weeks at a stretch, sales have ex- 
ceeded the company’s capacity to refine. 

This company was willing to sweep away lazy opinions 
and preconceived notions. It faced fearlessly the facts about 
consumers of gasoline—facts learned from them and not the 
result of guess work. By application of the facts, the com- 
pany rose above the levels of depression. Nor was the task 
simple. One can picture the hard work required for so far- 
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reaching an undertaking. But the outcome was effective fo, 
profits—the real purpose of being in business at all. 

Banks, too, may benefit by delving into the real needs of 
their communities. 

The small loan is a familiar example. 

The prohibitive cost of making small loans is ever before 
the banker’s eye. Yet one bank in New York City, where 
costs of operation are exceptionally high, has done an out. 
standing job with the small loan—and on the “personal” 
basis at that. 

Here, again, the undertaking grew out of careful investi. 
gation, just previous to 1929, which revealed the great need 
of borrowers for small sums, provided these could be had ata 
reasonable interest, with the negotiations businesslike and 
confidential, dignified and courteous. It must have been a 
shock to bankers’ pre-conceived thinking that for the poor 
man, or wage earner, to save money might under some cir- 
cumstances not be the most important thing in life. The 
facts, gleaned from a frank study of the city, showed con- 
clusively that on occasion to borrow might be far more 
necessary. Much as the commercial loan is often the basis of 
deposits, so the small loan becomes the foundation of savings 
and independence. For a city bank thus to “yes” the cry of 
those too lowly even to have been bank depositors was, in- 
deed, accepting the viewpoint of the consumer and providing 
what he wanted. 


THOROUGH STUDIES ARE NECESSARY 


THIS bank went farther than a mere willingness to take on 
the small loan. It went out of the way to get business. It ad- 
vertised for applications. And, even more, to this first step 
was added another development. The instalment procedure 
was adopted by a national bank. The borrower was taught, 
compelled in fact, to accumulate a fund to meet his note by 
making regular deposits, one a month, for 6, 12 or 18 months 
to correspond with the maturity of the loan. 

Early in 1935 the plan was extended, as well, to the mer- 
chant or business man who requires small sums under $2,000. 
Nor is it required either of the merchant or the personal bor- 
rower that he shall have been a depositor of the bank. 

When The National City Bank of New York advertises 
that in 7 years it loaned $205,000,000 at 6 per cent, with no 
fee for investigation and no surcharge and no “service 
charge’’, a bank elsewhere should take notice in these days of 
excess deposits. For that matter, 31 per cent of the banks 
answering a recent questionnaire were found to have inaug- 
urated monthly amortized loans prior to 1933. Only a thor- 
ough and unprejudiced study of the community will support 
a decision against such loans—a study of the needs of the 
people as well as of the bank’s facilities to handle the busi- 
ness at a profit. In many centers, of course, a modified use of 
the small loan for automobiles has sprung up. 

In order to sell its services to the community a bank, in 
1936, needs to know about the needs of borrowers. 

Banks, rather commonly, have assumed a sort of defensive 
attitude in-the lending of funds. The borrower has come in to 
ask for a loan. Officials, only too frequently, have cut short 
the applicant’s story by blurting out a dogmatic statement 
that “the policy of this bank” is so and so. Instead of allow- 
ing him to explain his needs the bank delivers a lecture. 
Under such treatment, the applicant either must conform to 
rigid requirements or go without the money. In this manner 
has arisen a certain sentiment among our people that banks 
are rude and arbitrary. 

(CONTINUED ON PAGE 16) 


BANKING 


The Federal 
Government 


Will Lend 
Money for 


The Treasury, Washington 


Authorized Purposes some of the 


lending agencies, wholly or partly financed by the Govern- 


ment, are 


Banks for Cooperatives 


Loans to farm cooperative asso- 
ciations for operating purposes; 
for financing and refinancing of 
purchase, construction or lease of 
grain elevators, fruit packing 
plants, cotton gins, creameries 
and other facilities; and for as- 
sisting in carrying necessary 
inventories. 


Public Works Administration 
Loans and ay for all types of 
projects which aim to provide 
employment. 


Reconstruction Finance 
Corporation 
Loans to finance agriculture, in- 
dustry and commerce. 


Intermediate Credit Banks 


Loans to cooperative marketing 
and purchasing associations and 
to other institutions engaged in 
short term farm financing. 


Land Banks 


Loans made directly or through 
national farm loan associations 
for refinancing of farm indebted- 
ness. 


Commodity Credit 
Corporation 


Loans to producers of cotton, 
corn, gum turpentine and gum 
rosin to further A.A.A. produc- 
tion curtailment policies. 


Home Owners’ Loan 
Corporation 


Emergency relief for mortgage 
indebtedness through exchange 
of bonds for liens on homes. 


R.F.C. Mortgage Company 


Loans to distressed holders of 
mortgages and certificates for 
new or completed construction, 
and loans for refinancing. 


Rural Electrification 
Administration 


Loans for building of power and 
light lines, for wiring of farm 
homes, and for installation of 
electrical equipment. 


Officials have said repeatedly that the Government will move out 
of the banking business as fast as chartered institutions move 
in. This would seem to leave it up to the banks of the country 
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The banks have been, to all appearances, poor salesmen of 
their best profit-making service. Possibly this is a hang-over 
from 1931-1932 when lendable funds were not large. For 
1936, however, a bank must seek employment for its funds 
or be content with microscopic interest yields. 

Whatever may have been the demand for money of recent 
years, the upswing of business will create a need. A bank, in 
order to market its wares at a profit, might do well to study 
its community, much as manufacturers have surveyed their 
fields, and many banks do. No one knows whether this gen- 
eration of borrowers will come voluntarily to the bank seek- 
ing credits. There is some ground for believing they will not. 
Other lenders are going to them. It may become necessary 
for a bank to scurry about, as other salesmen do, and induce 
a businessman to accept loans. Certainly a bank has reason 
to hesitate, and to question its established policy, when it 
scans the millions of dollars for new equipment, for labor 
saving machinery and for mechanical devices now being fi- 
nanced with instalment paper which reaches the banks only 
in a most indirect manner and at low rates of interest. The 
borrowings, in the first instance, are pleasant operations for 
the borrower. The salesman is more than courteous, repre- 
senting, as he does, the finance company collaborating with 
the seller of the goods. So long as the finance companies are 
compelled to assume the costs of investigation and book- 
keeping they cannot be denied the cream of profits. 

A bank, then, for the marketing of its services might well 
study the whole matter of serial maturities for loans. The 
instalment note has blazed the trail. The monthly deposit 
for repayment of a loan has put the stamp of approval on 
the method. A bank might be wise to alter the terms of much 
of its lending, if it is discovered that the common people, as 
well as our financial leaders, have learned the folly of long 


term borrowings without provision for serial reductions. 


A MARKETING ANALOG Y— 


What marketing is more competitive? Here is a product, 

bought by all people and yet usually purchased with a feel- 

ing of dislike or unwillingness. The dollars come hard from 

the pocket. Irritation is observable at the filling station .. . 

Starting from these observed facts one manufacturer in 1932 

undertook exhaustive studies of buying habits . . . And it 
paid right handsomely.—The Author 


CUSHING 


Only a thorough study of the people’s thinking will bring out 
the facts that are necessary and essential for lending in the 
future. 

The facts may differ by territories. Indeed, except for the 
very largest ones in metropolitan centers, each bank, before 
it can completely serve the community, must find a boundary 
for the “territory”’ itself. 

Once more a comparison may enlighten us. It is wel] 
known that all retailing has been upset by the automobile. 
The first-class location of 10 years ago may or may not be 
the choice place for 1936. A bank, too, may serve, or might 
profitably serve, a territory hardly thought of in 1929 or 
1930. Guess work will hardly give the correct answer. 

The limits of territory for deposits and for loans may be 
identical. Again they may not. (Two banks which report 
careful analysis find a “not”’.) Within the determined terri- 
tory a bank which aims a thorough marketing of its services 
ought to know how much borrowing is being done; the pur- 
poses for which the money is used; how much of it comes 
from private sources; how much from governmental insti- 
tutions; how much from finance companies, directly or in- 
directly; and, underlying all these specific questions, what 
the trends are in borrowing. 

Finance companies and instalment selling have accom- 
plished one thing never possible for the commercial bank. 
They have perfected the machinery to bring together a 
lender in one part of the country and a borrower in another. 
They have, to that extent, invaded the home territory of a 
bank, which should supply all local needs for credit. In order 
to blanket its territory and meet competing lenders, the 
bank must determine how far it will adhere to, or modify, 
the old rule that a borrower must be a depositor. For, with 
much of the new lending, the non-depositor finds at his com- 
mand a business facility never offered before. 

Lendable funds are the chief profit-making service of the 
bank. But they are not the only services offered. 

Recent laws have seriously curtailed some of these profit- 
making services, such as the sale of securities. Yet the bank 
with accessory services to sell will occasionally be bitterly 
disillusioned when it makes a serious study of its territory. 

One bank, for example, upon questioning its depositors, 
learned that one-third of them could not name a single 
banking service other than the receiving of deposits and 
paying out of money. Sixty per cent of them stopped when 
they had added “and making loans”. The safe deposit de- 
partment of that bank, its much flaunted and widely adver- 
tised “investment counsel”’, and the trust department had 
not dented the consciousness of the community. Not half of 
the business men (its depositors) professed to do so much as 
“glance”’ at the financial page of the newspaper. Ignorance 
of the services a bank offers may prove to be astounding. 

The bank must now take cognizance of new laws, a host of 
regulations and forbidden practices, and an alphabet of gov- 
ernmental competitors. Everything is changed—within six 
years. As the banker looks out upon manufacturing and mer- 
chandising he sees equally deep changes in people’s tastes 
and prejudices, the leveling off of former wealth and a new 
credit procedure. 

Banking, within the bank, has changed. People and busi- 
ness, without the bank, have changed even more. The bank 
can hardly hope to serve its community completely without 
knowing, in addition to these facts, what are the new de- 
mands for the blanketing of a territory by a bank—not only 
as a place for deposits but also in the marketing of its serv- 
ices as a lender of money. 


BANKING 


: 
4 
Uni 
ern 
the 
tho: 
fo e 
wro 
our 
self 
con 
our 
has 
| 4 lim 
| lo 
eco 
the 
Eu 

Jar 

16 


Congress Must Choose 


IMPORTANT economic groups in the 
United States are opposed to the Gov- 
emment’s present foreign trade pro- 
gram. The purpose here is to explain 
the program from the standpoint of 
those who are now guiding America’s 
foreign trade policy. 

Some time ago Secretary Wallace 
wrote, in America Must Choose, that 
our economy could be directed toward 
self-sufficiency or that we could, by be- 
coming “‘more import-minded”’, foster 
our foreign trade. 

For all practical purposes the choice 
has been made, as evidenced by the 
Administration’s efforts to establish 
reciprocal agreements with various na- 
tions. The division of opinion now con- 
cerns the best method of attaining a 
normal trade volume. Disagreement as 
tomethod will probably be sharply out- 
lined in Congressional debate. 

Mr. Anderson, the author of the fol- 
lowing discussion, is a Washington 
economist who contributes frequent 
articles to BANKING. He has had long 
contact with America’s foreign trade 
Problems, having spent many years in 


the consular service in the Far East and 
Europe. 


January 1936 


HE Canadian reciprocal tariff ar- 
effective January 1, 

1936, may be taken as the crux of 
our entire new foreign trade policy. 

Canada is the next to the best im- 
porter of American goods-—Great Britain 
leading the list. She is a highly pro- 
tectionist country. The agreement ap- 
plies to trade between neighbors over an 
imaginary boundary line and therefore 
applies to a greater variety of goods 
than any such agreement with any other 
country, involving practically every 
phase of U. S.-Canadian industrial and 
agricultural activity. 

The United States has always been in 
favor of foreign trade, but candor com- 
pels the admission that most of the time 
it has favored such commerce only on 
its own terms. It has always been ready 
to sell but not quite so ready to buy. It 
required a drop in the value of the na- 
tion’s exports of merchandise from 
$5,241,000,000 in 1929 to $1,611,000,- 
000 in 1932 to drive home the idea that 
there must be something wrong with 
this national viewpoint. True, this drop 
in American trade was partly the result 
of import restrictions enforced by other 
countries, based largely upon exchange 
and currency difficulties, and in general 


President Taft negotiated a U. S.- 
Canadian reciprocal trade agree- 
ment in 1911. It was unpopular, 
however, in the West, Northwest 
and New England, and the Cana- 
dian government that agreed to 
it was badly defeated a few months 
later. The outline of the Taft 
treaty was in many respects similar 
to that negotiated by President 
Roosevelt. At the left, Mr. Taft in 
the presidential car during his term 


of office 


By GEORGE E. ANDERSON 


largely represented an inability of other 
nations to purchase American products. 
This inability, leading to these restric- 
tions, however, merely drove more 
deeply into American consciousness the 
fact that, until the United States 
bought more goods from other nations, 
they could not have the wherewithal to 
pay for American exports. The world 
trade situation presented a vicious 
circle in which increasing nationalism 
imposed restrictions upon the imports 
of each country, which naturally im- 
posed restrictions upon the exports of 
other countries until world trade be- 
came a descending spiral that threat- 
ened to lead to the utter destruction of 
all international commercial intercourse. 
Measures designed to protect the cur- 
rency systems of purchasing countries 
merely heightened the difficulties of all 
countries, including those first imposing 
the restrictions. The net result of such 
developments was a contraction of the- 
industrial and commercial activities of 
all nations to a point where most of 
them have ceased to breathe commer- 
cially and, to an increasing extent, in- 
dustrially and financially. 

What may be the ultimate results of 
the reciprocal trade concession move- 
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FOREIGN TRADE 


In the Marine Room of India House in New York City. This famous century-old build- 

ing was taken over in 1914 by an organization of business men, headed by James A. 

Farrell and Willard Straight, as a meeting place for the furtherance of foreign trade. 

Above the mantel in the picture is a painting of the Flying Cloud, whose record was a 
trip from New York to San Francisco in 1851 in 89 days and 21 hours 


ment in world trade rests in the lap of 
the gods, but there is no doubt that in 
inaugurating this movement on a 
world-wide scale the Government in 
Washington has taken world leadership 
in trade restoration. Other nations long 
since made reciprocal trade agreements 
with each other upon a narrow tit-for- 
tat, close and exclusive basis, whereas 
the basis of the American policy is that 
a concession made to any one nation in 
return for concessions from that nation 
will be granted to any and all countries 
making the same or similar concessions. 
In other words, the idea is not to secure 
for the United States exclusive trade 
privileges in return for exclusive privi- 
leges granted a contracting nation, but 
to secure increased trade privileges for 
all nations willing to enter into this 
more enlightened policy of interna- 
tional intercourse. The fundamental 
idea in the American policy is to break 
down, all over the world, the restric- 
tions that have been strangling the 
trade of all nations. 

The policy at first seems over-gen- 
erous, altruistic. In actual fact it is a 
case of highly developed, enlightened 
selfishness. It rests upon the common- 
sense theory that narrow, bi-lateral 
reciprocal trade agreements in some re- 
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spects bind the nations more closely to 
their restrictive policies and in any 
event would be insufficient to release 
world trade from its present state, 
whereas trade agreements upon broad 
lines, open to all nations, represent an 
effective attack upon all international 
trade barriers which, when fully devel- 
oped, can be of such scope as to release 
enough international trade to bring it 
much closer to normal. The American 
plan is not to increase the trade of 
the United States or that of the con- 
tracting parties at the expense of com- 
peting nations, but, rather, to reduce or 
release the restrictions upon trade in 
those commodities in which the con- 
tracting parties normally do the most 
business—in other words, to increase 
the normal or natural trade between 
the several nations. As Secretary of 
State Hull has put it, the trade agree- 
ments already made or in the making 
are “designed chiefly to facilitate an in- 
crease in international trade rather than 
to divert trade away from other coun- 
tries.” The agreements are designed to 
offer facilities for the development of an 
upward spiral in international trade—a 
reverse of the movement which has 
brought many nations close to the bank- 
ruptcy of their international relations. 


In pursuance of this policy the trade 
agreements so far made provide for 
tariff concessions on commodities which, 
with few exceptions, are those whose 
chief imports into the respective coun- 
tries concerned are from the recipro- 
cating country. They follow the lines 
of least resistance and perhaps this is 
one of their strongest claims to favor. 
The agreement with Cuba provided for 
Cuban concessions on American manu- 
factures in return for concessions on 
Cuban sugar, fruits and a few other 
agricultural products. To some extent 
the agreement represented a sacrifice 
on the part of the United States for the 
rehabilitation of Cuba, but the agree- 
ment has certainly had the result of 
improving trade in both directions. 
The agreement with Brazil embodied 
far more concessions from Brazil to the 
United States than from the United 
States to Brazil, being designed, from 
the Brazilian standpoint, to preserve 
the status quo in the free admission of 
Brazilian coffee and other tropical 
products. The agreement with Belgium 
represents carefully calculated conces- 
sions from Belgium on American agri 
cultural products, raw materials and 
semi-manufactures in return for conces- 
sions upon certain Belgian manufac- 
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tures long the chief exports from Bel- 
gium to the United States, and in which 
Belgium has natural or other manufac- 
turing advantages. 

The climax of the American policy 
has been reached in the agreement with 
Canada, whose guiding principle has 
been concessions on the admission to 
the United States of Canadian raw 
materials and semi-manufactures in re- 
tum for concessions on American man- 
ufactures of a wide scope. To this has 
been added concessions on both sides 
calculated to facilitate local trade along 
the common border. The two nations 
grant each other the most-favored- 
nation treatment and minimum tariff 
rates accorded to other countries except 
components of the British Empire on 
the one hand and Cuba and possessions 
of the United States on the other. 

As a result of accumulative, compre- 
hensive investigation which has been in 
progress for more than two years the 
dosing of reciprocal agreements with 
various countries has been greatly 
accelerated within the past few months. 
Those with Cuba, Haiti, Brazil and 
Belgium were reached early in the past 
year. Others with Sweden and Colombia 
came in the late Summer, followed by 
the climactic agreement with Canada 
in November. The first of this year or 
soon thereafter other agreements are 
expected to be reached with the Neth- 
erlands, Spain, Switzerland, France, 
Costa Rica, Honduras, San Salvador, 
Nicaragua, Guatemala and Finland. 

That the agreements so far entered 
into by the United States will be at- 
tacked in Congress and elsewhere may 
be taken as a matter of course. That 
they will be just as vigorously defended 
is already evident in the attitude of 
trade organizations already in existence 
and in the formation of others for the 
express purpose of supporting them. 
The defense to be offered by the Gov- 
ernment will be based upon two claims: 
first, that the agreements are the result 
of “intelligent selectivity”—in other 
words, they involve no concessions of a 
sort to destroy any industry in the 
United States which is economically 
sound and can justify its existence on 
that basis; secondly, that they will ac- 
complish the purpose for which the 
agreements are designed, that of in- 
creasing trade, and that they thus 
“contribute effectively to the restora- 
tion and maintenance of production and 
employment in the United States.” 
How fully this latter claim or hope will 
be realized can be ascertained only by 
experience. 


January 1936 


HARRIS @ EWING 


In his resignation from his Washington posts, George N. 
Peek (at left, talking to reporters) explained his dis- 
agreement with the Administration: ‘‘The Canadian 
agreement and the other trade agreements, excepting 
Cuba, through the operation of the most-favored-nation 
policy, substantially effect a general tariff reduction. 
This is a matter of major national policy and one upon 
which Congress has not passed. 

“It is my considered view that these are developments 
which were not contemplated by Congress at the time 
of the passage of the Trade Agreements Act of 1934. 
I feel that Congress should be consulted specifically 
upon them regardless of the technical authority granted 
to the President under the act of 1934. ... 

‘I have pointed out repeatedly, as the trend of the 
present trade agreements program became apparent, 
that the adoption of the unconditional most-favored- 
nation principle for the Canadian and other trade agree- 
ments means a general reduction of the tariff. 

“‘It has been minimized or obscured in some instances, 
notably in the Canadian agreement, by the skill with 
which our negotiators have in part nullified the opera- 
tion of the most-favored-nation principle through the 
selection of commodities supplied solely by one nation, 
by ‘trick’ classifications, by employment of quotas and 
by inclusion of escape clauses. 

“‘Nevertheless, sufficient of the unconditional prin- 
ciple has remained to make the substantial effect of the 
tariff concessions in the individual agreements one of 
general tariff reduction in exchange for scattering 
concessions from the countries concerned.”’ 
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The Search for Cost-Facts 


RECENTLY published survey by 
the Bank Management Commis- 
sion of the American Bankers 

Association reveals that there is still a 
large number of banks which have not 
installed any method of adequate pay- 
ment for services rendered in their com- 
mercial departments. 

The advisability of installing service 
charge measures is now hardly ques- 
tioned. The question is only what 
charges and methods to use. They 
differ widely, and the same account 
might receive vastly different treatment 
in two banks. 

The first of these differences occurs 
in the ledger balance to be used. Some 
use the average balance for the month. 
This average is arrived at by adding the 
daily ledger balances together and di- 
viding the total by the number of days 
in the month. Others argue that this 
method is wrong and that only the 
minimum balance should be used. 

Such bankers state that the average 
balance does not correctly reflect any 
account. They say that the only purpose 
of analyzing accounts is to ascertain the 
profit or loss on each individual account, 
that 30 days is the shortest possible 
period in which a loan can be made and 
collected, that most investments are 
made for much longer periods than 30 
days, and that the bank and the de- 
positor cannot both use the same 
dollar at the same time. Therefore the 
bank can invest only that money which 
is not used by the depositor during the 
month. 

It is felt, therefore, that banks 
using the average balance method of 
analyzing accounts are not showing the 
true picture. 

Some bankers feel that the average 
balance method is particularly wrong 
where accounts fluctuate, as is usually 
the case, and that if an account has 
$18,000 one day and $2,000 the next 
the bank is merely fooling itself if it 
takes the position that it has $10,000 
invested in income-producing assets 
for the two days. They feel that the 
argument made by the advocates of the 
average balance method, that one ac- 
count will go up as another account 
goes down, has been the fallacy upon 
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Same Theoretical Account Analyzed in Two Ways 


“ Average” basis 


COLLECTED BALANCE 
RESERVE, 20% 


EARNING BALANCE........ 


EARNINGS AT 3.5% 


which many of the unprofitable prac- 
tices of banks have been built. 

Banks using the average balance 
method also average the float. The 
grand total of the amount, multiplied 
by the number of days in transit, is 
divided either by the working days or 
by the total days in the month. The 
divisor used depends upon whether or 
not consideration is given to Sundays 
and holidays, that is, for example, 
whether local clearing items deposited 
on Saturday are considered one- or two- 
day items. If consideration is given to 
Sundays and holidays the grand total 
of the float is divided by the total days 
in the month. If not, the number of 
working days in the month is the divi- 
sor. The former method usually in- 
creases the amount of the float slightly. 

Instead of using average balances 
some banks merely add all the ledger 
balances together and deduct the grand 
total of the float, applying the reserve 
against the remainder and crediting 
one day’s income on the balance thus 
arrived at. This, of course, gives ex- 
actly the same credit as if the balances 
were averaged. 

Those banks applying the minimum 
balance eliminate all this work. They 
use only the minimum collected bal- 
ance. The method of procedure under 
this plan is first to find the minimum 
ledger balance and then ascertain the 
float outstanding on that day. In the 
majority of cases this will be the mini- 
mum collected balance. However, days 
with extra heavy float may put that 


$47,781.52 


$38,225.22 


$ 111.49 $ 


“ Minimum” basis 
$18,351.14 
3,141.28 


$53,429.52 


$15,209. 86 
3,041.97 


$12,167.89 


35.49 


minimum collected balance on a day 
other than the one with the minimum 
ledger balance. It is, therefore, always 
necessary to look on the float analysis 
sheet for any extra heavy float days. 

This minimum balance method en- 
tails considerably less work than the 
average balance method, as it eliminates 
all the additions necessary under the 
former. It also greatly increases the 
amount of bank income. In order to 
illustrate the difference clearly, the same 
account is analyzed in both ways in the 
table on this page. 

The reserve and earning rates are the 
same in both cases. Under the average 
balance method the account shows an 
earning of $111.49, whereas under the 
minimum balance method it shows an 
earning of but $35.49, a difference of 
$76. It can readily be seen that this 
one difference in methods would alone 
account for a tremendous difference in 
collections during the course of a year. 

There are also wide differences in the 
way float is computed. Some banks 
average all float on a three- or four-day 
basis. Others reduce it all to a one-day 
basis. Still others claim that neither of 
these methods is correct, that the only 
fair way is to record the float accurately. 
For this purpose the Federal Reserve 
schedule for the district may be used. 

There are some banks which use an 
average float computation that is 
claimed to work fairly, both for the bank 
and the depositor. Under this method 
an account is analyzed completely for 
two or three months. It is then consid- 
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ered that the ratio of float to deposits 
in any month is the same, that both the 
deposits and out-of-town items increase 
with sales. 

After this ratio of float to deposits 
js ascertained on such accounts, the 
bank merely uses that ratio for succeed- 
ing months, or until some radical change 
in the deposit activity is noted. For this 
purpose a 9 x 6 tumble card is sufficient 
for one year’s analysis. On the mini- 
mum balance method any averaging 
of float is, of course, unnecessary. 

It will be noted that the reserves were 
applied against the collected balances 
in the sample analysis already shown. 
Some banks deduct the reserve against 
the ledger balances. Those banks which 
follow this practice do so because they 
claim that the reserves with the Federal 
Reserve bank are predicated upon the 
ledger balances in the case of the smaller 
banks, and therefore this is the only 
correct way for them to apply the re- 
serve to the depositors. 

Other banks claim that this argument 
is unsound, that when they deduct the 
entire float they do not have the right to 
charge in addition a reserve against that 
float. For example, if the float is $10,- 
000 and the reserve rate 20 per cent, 
then a bank under that procedure is 
actually charging $12,000 for float. 

These banks also claim that the re- 
serve carried at the Federal Reserve 
banks is only part of the cash reserve 
against deposits, that no bank could 
conduct its business if it limited itself 
to the amount required by the Federal 
Reserve bank, that, actually, banks 
carry cash reserves in order to meet the 
demands of depositors and not because 
of any legal requirements, and that, 
these things being true, fairness to de- 
positors dictates that cash reserves 
should be applied against collected 
balances. 


ACTIVITY COSTS 


THE methods of charging for activity 
in the accounts vary greatly. Some banks 
charge the same for all items regardless 
of kind. In such cases these charges 
vary from 2 to 5 cents per item. Those 
banks which differentiate between 
items claim that using the average 
cost of items is unfair to depositors, 
that there is a decided difference in the 
cost of handling bookkeeping entries 
and the cost of handling a clearinghouse 
item and that these differences in cost 
should be given consideration in the 
selling prices. 

It is argued, furthermore, that the 
cost of collecting a deposited item drawn 
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on an out-of-town bank is two or three 
times the cost of collecting one drawn 
on a bank in town and that, therefore, 
if the same selling price is put on both of 
these items, the depositor with a pre- 
ponderance of transit items is being 
favored and the depositor with a pre- 
ponderance of local clearings is being 
discriminated against. 

Even among banks which differenti- 
ate between items there are wide dif- 
ferences in prices. Deposit tickets vary 
between nothing and 12 cents, checks 
drawn between 2 and 5 cents, transit 
items between 1 and 3 cents and clear- 
inghouse items between 4 cent and 1 
cent. 

Bankers who make no charge what- 
ever for deposit tickets say that they 
cannot charge for bringing money to 
the bank. They point out that the de- 
posit ticket is made out solely for the 
bank’s benefit and that, therefore, they 
should not ask depositors to pay for it. 

Those who make a charge for deposits 
state that they are not charging for the 
deposit ticket but for the credit entry, 
which, they point out, is one of the most 
expensive items in the bank. They 
claim, furthermore, that if no charge is 
made for bookkeeping credits, those 
accounts which have all their activity 
on the credit side and yet are causing a 
considerable loss to the bank would 
escape any charge, and that if no charge 
is made for this activity others would 
have to absorb those losses. This, they 
state, defeats the very object of a 
system of service charges, which should 
be one of fairness to all. 

In banks with higher charges for 
checks drawn and other items it is felt, 
frequently with justification, that banks 
with the lower schedules do not have an 
accurate knowledge of their own costs. 

In the matter of currency deposited, 
some banks charge a flat rate per $1,000 
for such deposits. In others it is claimed 
that this method is all wrong, that 
there is no possible way in which the 
handling of currency can be charged for 
properly on the basis of amount, and 
that the only fair method to use for 
currency deposits, or for the making 
out of payrolls, is a charge based on the 
teller’s time. It is pointed out that there 
is a great difference between the cost of 
handling currency brought in loose in a 
sack and that which is wrapped and 
guaranteed. 

Examples often cited are chain stores, 
motor bus companies, telephone com- 
panies and other concerns that make 
deposits from many different units, 
each deposit being enclosed in an en- 


velope from that unit. It takes almost 
three minutes per envelope on the aver- 
age to accept such deposits, it is said, 
and the practice of charging in the 
neighborhood of 40 cents per $1,000 
for currency deposits would not begin to 
offset the actual cost of handling. 

Some banks make a charge of 10 
cents for checks deposited and returned 
for any reason. In banks making this 
charge there is a belief that it aids 
materially in reducing the number of 
bad checks deposited, and that this 
proves of benefit to the depositors as 
well as the bank, since it makes such 
depositors a little more careful in ac- 
cepting doubtful checks. 


MAINTENANCE COSTS 


THE charges for maintenance on an- 
alyzed accounts vary between 25 cents 
and as much as $2 a month. Those banks 
which charge only 25 cents a month 
have found that this amount covers all 
costs properly applicable to mainte- 
nance. A survey made by the New York 
State Bankers Association in 1927 
would seem to support this contention, 
as $3 a year was the figure arrived at in 
that report. 

Another point of difference is that 
some banks show investment and lend- 
ing costs at so much per $1,000 as a 
separate item on the analysis sheet, 
while some deduct the percentage of 
such costs from the gross earning rate, 
using the net rate for computing the 
credit to the accounts. In banks follow- 
ing this latter method it is claimed that 
it simplifies matters both for the bank 
and the depositors. If the same rate per 
$1,000 as the percentage of investments 
and lending costs is used, there will beno 
difference in the amount charged to the 
depositor, the difference being merely in 
the saving of an extra computation on 
every account analyzed. 

There is probably a wider difference 
in the so-called measured servicecharges 
on the smaller accounts than in any 
other branch of account analysis. The 
first basic charge on the lowest class 
varies from 25 cents under $25 to as high 


METHODS AND OPERATIONS 


EACH month BANKING publishes the 
best available information on current 
problems of administration. The pur- 
pose is to furnish timely management 
counsel which can readily be adapted to 
the needs of individual banks. Discus- 
sion is invited on subjects considered. 
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as $3 under $300 in individual banks, 
other classes varying accordingly. 
Banks that have studied this matter 
claim that the charges should be predi- 
cated upon the same basis used with 
larger accounts, namely, costs and 
earnings. The earnings, of course, will 
depend on the earning and reserve 
rates. For example, at a 34 per cent net 
earning rate and a 20 per cent reserve, 
$50 earns 116{9 cents per month. 
Because of this fact, the farther apart 
the classes are the more inequalities will 
occur between individuals in those 
classes. That is, if $100 classes are used 
there will be a 23-cent differential per 
month between the earnings of each 
class, whereas if $50 classes are used 


there will be but 118% cents’ differ- 
ence. 

The number of checks and deposits 
allowed for the same balances also 
varies considerably. Some banks take 
the stand that the deposit activity in 
accounts analyzed on the class analysis 
basis should be limited to 4 deposits a 
month, in other words, that the class 
analysis is designed solely for use of in- 
dividuals and not for businesses and that 
considerable loss is entailed if business 
accounts are analyzed on the class 
analysis basis merely because the 
ledger balance is small. 

There are also banks which allow the 
drawing of one check for every $10 or 
$20 of balance and pay no attention to 


.“*NO banking institution is an asset to the community unless, 

as a result of sound business practices, it remains solvent. 
It is the thriving bank that inspires and is worthy of con- 
fidence. 

**On the other hand, no matter how lofty its motives, the 
bank that continues to operate at a loss has its days num- 
bered. More than that, it contributes to the destruction of 
the good name of banking. 

**Costanalysisis, therefore, of prime importance in modern 
banking. Through it the bank can determine what part of 
the banking operation is responsible for losses and what 
must be done to eliminate them. This booklet is the first 
attempt on the part of practical bankers to present the facts 
on this complete subject in form and language simple 
enough to be applied by the smallest as well as the largest 
bank. 

**The job is not ended when this study is printed and dis- 
tributed to banks. Method, no matter how clearly explained, 
will not of itself determine costs for any bank. The method 
must be applied. 

‘**That is where the individual banker comes in. To get the 
maximum value from this study he must not only determine 
his per item costs, he must do something with them and 
about them. Cost analysis is not an end in itself, but a means 
to an end. The aim is the elimination of wasteful operations 
and unprofitable business through analysis of accounts and 
the installation of profitable service charges. 

**After all, the determination of per item costs, while some- 
what complex, is simply a matter of accounting and arith- 
metic. But the proper and skilful use of the cost figures 
thus determined to reduce losses, increase efficiency, and 
build profits—that’s management, and that takes a banker.”’ 

Foreword of the “Manual for Determining Per 
Item Costs’’, published by the Bank Management 
Commission, American Bankers Association 


the deposit activity. At a net earning 
rate of 34% per cent and a reserve rate of 
20 per cent, a ledger balance of $19 
produces an income of 23% cents per 
month. Therefore, allowing one check 
for each $10 of balance would hardly 
cover the check cost. 

Those banks which use the minimum 
balance method on the analysis of the 
larger accounts also use the minimum 
balance on accounts subject to the 
measured service charge. They do not 
attempt to average the ledger balances, 
but merely look for the low balance for 
the month. This naturally saves a tre- 
mendous amount of work and produces 
considerably greater income. For the 
same reason that applies to the larger 
accounts these banks state that this is 
the only fair method both for the bank 
and the depositors. 

It would seem that these differences 
often occur because of an inaccurate 
understanding of costs on the part of 
some banks. If one bank in a commu- 
nity finds that it needs to charge 5 cents 
per check in order to recover its costs 
plus a reasonable profit, only radical 
differences in operating methods would 
enable a neighboring bank to make a 
profit by selling a check for 3 cents. 

Bankers agree that a uniformity of 
methods is to be desired. But a uni- 
formity of methods will hardly be 
accomplished until banks generally are 
more conversant with their costs. 
Since arguments in clearinghouses fre- 
quently occur because of a lack of a 
knowledge of costs, unanimity of action 
is hard to obtain. Any members of the 
clearinghouse who know their costs 
naturally resent attempts by banks 
without this knowledge to force low 
selling prices. A knowledge of costs 
therefore would seem to be the first 
step in procuring a uniform method of 
analysis. 

Large companies with many banking 
connections have stated that they have 
no objection to paying for banking 
service, but that they resent the widely 
different methods used by banks. They 
point out that the same balance and 
activity might show as a profitable 
account in one bank but would be 
subject to a charge in another. 

Bankers who have made a study of 
costs state it as their opinion that a 
country-wide knowledge of bank costs 
would overcome this condition and that, 
furthermore, an accurate knowledge of 
costs in all banks would tend towards 
greatly improving the general banking 
structure and make for a more friendly 
feeling among banks themselves. 
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about the relationship between a 


published in BANKING 
bank and 


its directors have 


he stressed—and rightly so, I think—the 
assistance which a competent, inter- 
is ested, and articulate director renders to 
nk his institution. Too much emphasis can 

hardly be placed on the asset value of a 
eS board that works actively with the 
te management, and we all, I am sure, 
of welcome discussions that contribute 


toward a broadening of this helpful 
influence. 

I sometimes feel, however, that we 
are apt to go only half way in examin- 
ing this partnership between a bank’s 
oficers and its directors, and that the 
picture is seldom presented from the 
point of view of what the directorship 
does for the director. This, it would 
seem, is an aspect particularly im- 
portant today when financial institu- 
tions and business are hard at work to 
speed recovery. Will not this partner- 
ship be stronger if both members—the 
officer, representing the bank, and the 
director, representing business—find 
that the intangible profit accruing from 
real service is being equitably divided? 


DIRECTOR COMMITTEES 


THE active committee system, which 
is an excellent method of bringing 
directors into intimate contact with 
banking, has been used in our bank for 
several years. Its details are generally 
familiar, but in our case its results sug- 
gest that the plan is working out along 
broader lines than we anticipated. 
Members of our board have told me 
that they have been able to proceed 
much more intelligently and surely in 
making decisions in their own businesses 
because of the experience and knowl- 
edge they have gained in handling the 
many matters placed before them as 
directors of the bank. This is particu- 
larly gratifying, especially since the 
presence of a director on our board 
had already attested to his success as a 
business man. 


January 1936 


The Bank Director’s Business 


By LEE S. BUCKINGHAM 


President, Clinton Trust Company, New York 


The responsibility for seeing that the 
director gets more out of his position 
than a small fee for attendance at meet- 
ings rests with the bank. The institution 
must consider its board not as “Yes” 
and “No” men, content only to approve 
or disapprove, but as ex-officio mem- 
bers, so to speak, of the operating staff. 
Give them definite and regular duties to 
perform, the opportunity to come into 
intimate contact with the bank’s opera- 
tions and problems, and it will naturally 
follow that they will become better 
business men. A bank, in effect, is a 
business clearinghouse whose functions, 
while essentially concerned with the 
numerous commercial activities of its 
community, nevertheless extend into all 
business, 

Like many institutions, we have 
several directors’ committees: financial, 
loans, examinations, trust, new busi- 
ness; and we have taken great care to 
see that each member of the board 
serves on one of these active groups. 
The committees meet at frequent inter- 
vals, discuss their problems and report, 
through the chairmen, to the full board 
meetings which, in turn, give every 
member a chance to express his views 
before decisions are made. 

The subjects considered at these 
sessions are as varied as the activities of 
banking. We freely discuss policies and 
procedure. We read and analyze regula- 
tions issued by the state banking depart- 
ment, the Federal Reserve Board, and 
the Federal Deposit Insurance Corpora- 
tion. We study new examination re- 
quirements, the probable effect of this 
and that development or event on our 
bank, and we listen attentively to each 
other’s opinions. 

Then there is the bank budget. We 
have been on a budget for some time 
and are firmly convinced that it is the 
best basis of operations, providing a goal 
to aim at and a gauge for measuring our 
achievements. Reports are submitted at 
each directors’ meeting of what has 
been accomplished during the past 


month, together with total figures for 
the year to date, so that we can make 
comparisons with the budget estimates 
and with our position a year ago. These 
data are broken down into detailed 
items of both income and expenses; we 
can tell each month just where we 
stand. 

Our directors take a lively interest in 
following our progress against the 
budget figures. They are fully in sym- 
pathy with the purpose of our plan, 
which is to map out a program in ad- 
vance and then follow it as closely as 
possible. They agree with us that a 
budget is to any business what an 
architect’s plans are to a builder, and 
they have seen what it can accomplish. 


COOPERATIVE EFFORT 


WE are confident that our cooperative 
effort is indispensable to the proper 
functioning of the bank, and that as we 
have learned from our directors, so they 
have learned from us. Their increasing 
familiarity with many types of business 
has enlarged their capacity to manage 
their own. Their knowledge of invest- 
ment policies and theories has been 
sharpened. They have been given a 
better appreciation of what various 
proposals for government regulation of 
banking might mean to their own 
particular private enterprises. They 
know in what ways and to what extent 
sound banking and sound business 
are inseparably bound. They respect 
the old tradition that a bank director- 
ship is a post of honor. 

One other point might well be men- 
tioned. Like other banks, in all our 
operations we stress service and the 
value of cooperation with our customers 
and community. Many of the services 
any financial institution is asked to 
render are not to be found in any 
definition of banking, but the important 
thing is that banks perform them cheer- 
fully. Our directors agree that no busi- 
ness can be successful today which does 
not tackle its job in this spirit. 
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GREAT deal is being said these 
A days about the banks and their 
abnormally large holdings of Gov- 
ernment bonds. Much of what is said is 
sense but more of it is nonsense. When 
an unqualified opinion is expressed one 
way or the other as to the future course 
of Government bond prices, you may be 
sure that some points of analysis have 
been omitted or disregarded, that the 
prophet has not seen the problem in its 
entirety. This writer proposes here to 
point out the more important factors 
and forces at work, actually and poten- 
tially, on both sides of the market for 
“Governments”. 

The inspiration for much of the cur- 
rent talk may be found in a few very in- 
teresting and enlightening figures. The 
Federal debt is now about 30 billions of 
dollars, not counting a guarantor’s lia- 
bility of about 4 billions, and it is 
climbing at the alarming rate of around 
3% billions annually. The member 
banks alone hold about 11% billions 
of direct and guaranteed obligations of 
the United States, and the Federal Re- 
serve banks hold nearly 2% billions. If 
holdings of non-member state banks 
are included, it is no exaggeration to 
say that the banks hold in the neigh- 
borhood of 55 per cent of the Federal 


A Large 


debt. And the present tendency is not 
wholesome. It has been estimated that 
the banks absorbed 91 per cent of the 
increase in Federal indebtedness during 
the last fiscal year. Never before, not 
even during the World War, has so large 
a proportion of the Government’s ac- 
cumulated deficits been counted among 
the banking assets of the nation. As late 
as 1928, when the Federal debt was 
only 17% billions, the banks held 
slightly less than 25 per cent. 

The writer has before him recent 
statements of several banks varying in 
size from small country banks to large 
city institutions. An examination of 
these statements reveals the gravity of 
the situation. On the assumption that 
book values equal par values, several of 
these banks, technically speaking, would 
find their surplus and undivided profits 
wiped out if their holdings of “Gov- 
ernments” should fall on the average to 
90, and some would find their capital 
impaired. In view of abnormally low 
yields and low coupon rates on current 
issues, it is little wonder that the small- 
town banker gets a headache when he 
remembers that the Fourth Liberty 
414’s sold at 82 in 1920, that the Treas- 
ury 3’s sold at 82 as late as January 
1932 and that the decline in market 


Part of the 


value of long term issues has at times 
been as much as 10 per cent in only 
three months. And he will find no con. 
solation in the realization that those 
forces capable of depressing the market 
for Government issues are capable of 
exerting the same sort of pressure on 
any of his high-grade bonds. While 
economists may worry about the more 
general effects of the inflation inherent 
in bank financing of unprecedented 
Federal deficits, many bankers are 
worried about the more immediate 
question of impairment of capital. 

A ray of hope, as well as an induce. 
ment to hold on to his “ Governments”, 
often held out to the banker, is a liberal 
Federal Reserve policy in lending on 
bonds and in their purchase. The writer 
can see possibilities in this only for the 
short run. While such a policy on the 
part of the Reserve banks would give 
support to the market for a time, it 
must be remembered that policies are 
subject to change. There is no perma- 
nent guarantee that the banker will al- 
ways receive, by one method or an- 
other, par for his bonds at the Federal 
Reserve bank. Moreover, and more im- 
portant, such liberality in itself would 
be inflationary. Practiced on a scale 
that would be necessary in the midst of 
a rising tide of prosperity on our en- 
larged credit base it would be very much 
the modus operandi of the ruinous Ger- 
man inflation. It is the kind of banking 
policy which converts the central bank 
into a printing press or its equivalent. 

For the immediate future one can 
find little comfort in our credit controls, 
revised and enlarged by the Banking 
Act of 1935, however helpful they may 
become in time. Upon our excess re- 
serves a tremendous credit expansion 


SPENDING 

Part of an advertisement of the Kansas 
City Star, which recently appeared in 
the New York Sun. Below this map it 
was pointed out that ‘* You can waste a 
lot of time and lose a lot of ground 
trying to figure out the economic right- 
ness or wrongness of the government 
bonuses to farmers. 

“If you are in the business of selling 
goods the important thing is to go into 
those districts that have been enriched 
by A.A.A. checks and processing tax 
benefits.” 
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Government Debt 


can take place before a rise in redis- 
count rates will do more than serve as a 
warning. So long as the Government is 
in the market for funds to finance its 
deficits, the 234 billions of Government 
bonds held by the Reserve banks cannot 
be sold in the open market without 
embarrassment to the Treasury and to 
the banks. The same may be said in re- 
gard to the power of the Federal Re- 
serve Board to double the legal reserve 
requirements of member banks. If 
this were done the Treasury’s source of 
funds would be cut off and the yields 
on Government bonds would rise. 
Hope that springs from a faith in our 
ability to control credit expansion can- 
not contemplate the immediate future. 

The present Federal debt, in itself, is 
not alarming. If the realizable collateral 
loans made by Government agencies 
are deducted, the present debt is pos- 
sibly no larger than it was at its former 
peak and, thanks to the refunding oper- 
ations, the interest burden is lighter. 
We have not yet reached the maximum 
bearable debt load, whatever that may 
be. It is the ever-recurring deficits that 
give grounds for alarm. And on this 
point one can only express hope. We 
have paid and will for some time pay 
dearly for the lessons we have had on 
the now exploded squandering theory 
of curing depression. Apparently, ad- 
vocates and practitioners of this quack 
remedy are having difficulty in finding 
places to spend money. If pump-prim- 
ing policies are abandoned, increasing 
revenues and diminishing relief loads 
can bring the budget into balance be- 
fore it is too late. This is merely wishful 
thinking, and not prophecy. It isa hope 
born of the realization that we have now 
teached the stage where a balanced 


SPENDING 


Mr. Bishop says: ‘“‘We have paid and 
will for some time pay dearly for the 
lessons we have had on the now ex- 
ploded squandering theory of curing 
depression. Apparently, advocates and 
practitioners of this quack remedy are 
having difficulty in finding places to 
spend money. If pump-priming policies 
are abandoned, increasing revenues 
and diminishing relief loads can bring 
the budget into balance before it is too 
late. This is merely wishful thinking, 
and not prophecy.”’ 
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budget must be attained before em- 
ployment of our credit controls is even 
feasible. 

But it is necessary for the banker’s 
salvation, insofar as his bond account is 
concerned, not only that the budget be 
brought into balance but also that the 
bonds, or at least a large proportion of 
them, get out of the banking system 
without loss to the banks. If the banker 
could see only the slightest possibility 
he no doubt would be greatly relieved. 
At the time of writing, his greatest hope 
would seem to lie in an act of legislation 
not commonly associated with the wel- 
fare of the banks, namely, the Social 
Security Act. The writer recently men- 
tioned this to a banker acquaintance 
and received the response, “ How in the 
world is that act related to my bank?” 

The act has special significance for 
the banker. For old age pensions it calls 
for the accumulation of reserves total- 
ing around 35 billions of dollars by 1965 
and 47 billions by 1980. And, equally 
important, these reserves are to be in- 
vested to yield 3 per cent in direct ob- 
ligations of the United States or in 
obligations fully guaranteed by the 
United States. The reserves are to grow 
by annual investments, excluding in- 
vestments of interest, beginning at 254 
millions of dollars in 1937 and stepped 
up to 640 millions in 1940, 946 millions 
in 1945 and a billion and a quarter in 
1950, after which date the annual in- 


By WARD L. BISHOP 


The author is a member of the faculty of 
the College of Business Administration, 
Lehigh University 


vestments are scaled down. These are 
the estimates of the Senate Finance 
Committee. The act also contemplates 
the accumulation of a reserve amount- 
ing to 2 billions for unemployment in- 
surance. 

Here is a plan to take funds contrib- 
uted by workers, employers, and the 
general taxpayers, thus reducing pri- 
vate deposits, and employ them in the 
first instance to take the bonds out of 
the banks. The banks should have a 
ready market for their “Governments” 
after 1937. But with an unbalanced 
budget the reserve would degenerate 
into a forced market for new I.0.U.’s 
of the Treasury. 

The Social Security Act is seriously 
defective, and it probably will not go 
unchallenged in important respects. 
Perhaps the act promises to the aged 
more than we can deliver. But right now 
we have the “reserve plan” of social in- 
surance and, whether we amend the 
present law or not, some kind of social 
insurance is here to stay. 


WPA GRANTS NEW MILFORD 
. $201,984 FOR SEWER PROJECT 


{COUNTY WON'T Federal Allotment Thus Fer Made to Any Bergen 


‘| NEED $320,000 


Available to Town If 


Becomes 
‘Officials Accept It—Would Provide Work for at 
Least 400 Unskilled Laborers for Six Months 


LOAN FROM PWA!sorovcsrs stake IN PROJECT ONLY $60,000, 


Freeholders $190, 000 
it} Grant But Will Raise Rest 
of Hospital Unit Cost 
Fete Federal Aid 


AS COMPARED WITH $146,000 UNDER PWA PLAN 


Word was received from authoritative sources yesterday 
afternoon that the Federal Relief Administration at Washing- 
ton has approved a 
to the Borough of New Milford for the construction of a sew- 


WPA allotment in the amount of $201,984 


erage system in that Borough. 


-- | JUDGE SALARY VARY CUT UPHELD 
is Such ts the improved condition of 
Bergen County's finances, due to the 


According to the best information available at the time ot 
| going to press thie allotment was approved on Nov. 30th, and 
the officia] notice of approval. signed by Lawrence Wook. 
assistant to Federal Relief Administrator Harry L. _ Hopkins, ns, in 


FROM inTansene REVIEW, BERGENFIELD, N. J. 


25 


a 
es 
ly 
et 
of 
on 
ile 
yre 
nt 
ed 
Te 
te 
” 
al 
on 
er 
3 
e 
it 
re 
a- 
]- 
al 
ld 
le 
of 
8 
n 
4 
y 
n 
n 
t 
a 
d 
t 


In a public address recently, an ex- 
ecutive of a life insurance company 
quite rightly pointed out that the ac- 
cumulation and investment of these 
enormous reserves will greatly impair 
the liquidity of banks. However, it may 
well be that bankers will be only too 
glad to take chances of finding other 
liquid investments if only they are 
given some assurance of emerging from 
their present predicament. But until 
more is known about the permanence 
of this rather fortuitous act, and until 
we know when our national budget will 
be brought into balance, most banks 
will probably find the sacrifice in yield 
on important holdings of short maturi- 
ties cheap “insurance” and a good 
hedge. 


*“NATURAL FORCES” 


THE most certain of the forces to be 
found on the destructive side of the 
Government bond market, numerous 
and varied as they are, may be summed 
up in the term, “the natural forces of 
recovery’. They are in operation now, 
but their effects will become increas- 
ingly apparent as we pursue our tedious 
climb back to our former prosperity. 
As every banker knows, recovery will 
be marked by a stiffening of interest 
rates and a rise in the yield (or lower 


prices) of good bonds. This point needs 
no elaboration. It is fundamentally the 
chief cause of the banker’s worry, and it 
is the reason why many bankers are 


concentrating on short maturities. 
Others, pressed by the need of current 
income, hold a preponderance of remote 
maturities and do so despite their 
memory of the course of prices of Gov- 
ernment bonds carrying a higher coupon 
rate over the past 15 years. If nothing 
other than inevitable recovery were in 
the picture one could confidently look 
forward to a decline in “Governments” 
of sizable proportions. 

But the forces of recovery are not the 
only agents of destruction in the Gov- 
ernment bond market. A second set of 
factors is that related to our fiscal situa- 
tion. We still do not know, after six 
years of depression, when our Federal 
budget will be in balance. On the con- 
trary, we are promised a final disposi- 
tion of the bonus question this Winter; 
revenues are, at present, falling behind 
estimates; and Government borrowing 
is still financing boon-doggling and 
many other equally worthy projects. 
The present method of financing these 
deficits is, as we all know, inflation of 
the World War type. Until these bonds 
get out of the banks and into private 
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INTERNATIONAL 


NEW MONEY 


One of the money presses in the Bureau of Printing and Engraving, 
as it turned out sheets of the new dollar bills that were issued in 
December 


hands, or are retired by taxation, bank 
deposit currency is expanded. And until 
the budget is balanced this important 
part of our circulating medium will con- 
tinue to swell. In view of the antici- 
pated deficit of 314 billions for the cur- 
rent fiscal year, it is quite probable 
that by next June our total bank de- 
posits will be larger than in 1928 and 
1929. 


MOST SUBTLE 


ALL forms of inflation, of course, are 
dangerous, but this form is most subtle 
and insidious. In comparison with 
greenbacks its virtue lies in the check 
on Government spending that is sup- 
posedly provided by the necessity of 
paying interest. But when an admin- 
istration starts with an inherited debt 
represented by high-rate bonds it can 
resort to various methods of making 
money plentiful and then refund the 
old debt into low-rate bonds of a larger 
principal with no increase in interest 
burden. Such an administration will 
most likely point with pride to its 
adroitness in reducing the interest 
charge on the public debt, but it will not 
point out how the burden of amortiza- 
tion has been increased or how the 
bank credit part of our circulating 
medium has been expanded. Indeed, 


one would not be surprised to find sup- 
porters of that administration pointing 
to the increased bank deposits as proof 
of an increase in national wealth re- 
sulting from the activities of that ad- 
ministration. So the brake on Govern- 
ment spending that is supposed to lie in 
the necessity of paying interest may, as 
at present, be slow in getting into opera- 
tion. And we know from history that 
recurring deficits can reach a point 
where the result is a rise in the price 
level so rapid that a balanced budget is 
impossible of attainment. When that 
happens the bonds evidencing the ac- 
crued deficit become only pieces of 
paper. 

A third set of factors which the 
banker must regard as unfavorable to 
his holdings of “Governments” are 
those related to the monetary legisla- 
tion of the last two and a half years. 
Our old 100-cent dollar has been de- 
valued to 59 cents and a further cut to 
50 cents is permitted by existing law. 
Of the “profit” from devaluation there 
are 2 billions in the so-called stabiliza- 
tion fund. When that fund ceases to be 
a revolving fund and is either spent or 
used, as might be hoped, to retire exist- 
ing debt, that much will be added per- 
manently to our credit base. Moreover, 
an issue of (CONTINUED ON PAGE 60) 


BANKING 


| 1 

ing 
the 
IE 
and 
| ext 
vier 
“br 
abo 
hov 
is 
fac 
Co 
the 
cep 
whi 
fact 
evel 
list. 
pris 
nect 
tion 
grea 
in 
latic 
em 
bec 
ness 
will 
D 
the 
une 
The 
laid 
see: 
who 
diat 
the 
Fed 
the 
nece 
that 
mad 
that 
SOrb 
plo 
that 

Jani 


This Session of Congress 


Washington, 


a short session of Congress. Busi- 

ness men want it because they 
need an end to the uncertainty attend- 
ing further legislation and extension of 
the Government in business. Politicians 
want it because this is a campaign year 
and they already have all they need to 
extol or explain, to point with pride or 
view with alarm, as the basis for their 
campaign. Both are anxious for the 
“breathing spell” they have heard 
about, and a short session of Congress 
would be its best guaranty. 


Bes politics and business demand 


MANY FACTIONS 


VIEWED in the light of cold analysis, 
however, the prospect for a short session 
is considerably less than bright. Each 
faction or bloc into which the present 
Congress is divided is quite anxious that 
there shall be no general legislation ex- 
cept the particular measure or measures 
which it alone favors. There are many 
factions favoring many measures, how- 
ever, and the aggregate is an imposing 
list. Moreover, court decisions, enter- 
prises in hand but unfinished, and the 
necessity of dealing with broad ques- 
tions of public policy promise to force 
great controversies upon the two houses 
in spite of every effort to restrict legis- 
lation to the necessities of routine gov- 
emmental matters. The situation will 
be controlled not so much by what busi- 
hess and politics want as by what they 
will have to take. 

Dominating the session, perhaps, is 
the question of what shall be done about 
unemployment relief after July 1, next. 
The $4,000,000,000 for work relief to be 
laid out in the current fiscal year now 
seems likely to be fully expended. The 
whole of it has been allotted for imme- 
diate outlay. This is not in accord with 
the experience of other years, but the 
Federal authorities are now acting in 
the light of experience; they consider it 
necessary both for business and politics 
that the outlays provided for must be 
made, and it will be done. They expect 
that improvement in business will ab- 
sorb an increasing number of unem- 
ployed, but they realize it is impossible 
that even the major part of current 
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unemployment can be taken up by in- 
dustry in the next six months. No one 
can seriously question that a further 
huge outlay for relief will be necessary 
for the coming year; the question is as 
to the amount, the nature of the plan, 
and whether a serious attempt will be 
made to bring the Federal budget within 
a reasonable degree of balance despite 
the outlay—in other words, whether 
there will be an increase in taxes. 

Undoubtedly an effort will be made 
to reduce appropriations for ordinary 
governmental purposes, but large ex- 
penditures for the army and navy are 
deemed necessary in these troublous 
times; in nearly every other Govern- 
ment department the authorities are 
committed to programs whose aban- 
donment would represent serious loss. 
What economies are possible must come 
in expenditures for relief and recovery 
and that, of course, involves national 
policy over which there will be great 
controversy. The understanding is that 
the Administration hopes to limit the 
budget for next year to $5,000,000,000. 
But hope is a very uncertain foundation 
on which to build legislation and meet 
the responsibilities of government. 


THE BONUS 


THE matter of immediate payment of 
the soldiers’ bonus will provoke con- 
troversy, but it may not mean much de- 
lay in Congress because the issue is 
clearly drawn, lines are formed, and the 
only question is the outcome of the 
final vote. There can be little doubt that 
a bill for immediate payment will be 
passed by both houses, that it will re- 
ceive a presidential veto, will subse- 
quently be passed over the President’s 
veto by the House of Representatives, 
and that its final fate will be decided in 
the Senate, with increasing probability 
of passage over the veto by the upper 
house also. : 

The possibility of prolonged discus- 
sion lies more in the matter of provision 
for paying the bonus than in action for 
its payment. This, of course, raises the 
issue of currency inflation, coupled with 
which is the question of extending the 
President’s power to raise or lower the 
gold content of the dollar. Under the 
act of 1934 this power expires on Jan- 


uary 30. Inflationists in the Senate will 
demand that the power be extended. 
Conservatives, apparently including 
members of the Federal Administration, 
are disposed to let the power die with 
the expiration of the two-year period 
for which it was granted. Recent devel- 
opments in world silver markets have 
raised the question of the practicability 
of continuing the Government’s silver 
purchase policy. Some silverites are de- 
serting the white metal stand and the 
money issue may precipitate a full dress 
debate. 


FARM AID 


IT is the announced policy of the Gov- 
ernment that the Agricultural Adjust- 
ment Administration is to be a perma- 
nent setup, but this means more rather 
than less controversy. No one knows 
what the Supreme Court will decide re- 
garding the A.A.A., but some modifi- 
cation of the law is considered inevi- 
table, especially with regard to the 
processing taxes. If the latter are de- 
clared unconstitutional and the A.A.A. 
is maintained, some new means of rais- 
ing the financial wherewithal to keep it 
going must be devised. Secretary Wal- 
lace has evolved six different plans 
which may be followed as alternatives of 
the present setup. All involve taxes in 
one form or another. The plan most 
generally considered likely to receive 
Government approval is the substitu- 
tion of a general sales tax for the proces- 
sing taxes. As an alternative, there is a 
revival of the McNary-Haugen equali- 
zation fee, export debenture and allot- 
ment measure of 1931. There are 
proposals for new forms of the Frazier- 
Lemke mortgage moratorium measure. 
In short, the whole matter of agricul- 
tural relief seems about to go into the 
melting pot for recasting. 

Social security is far from out of the 
woods. It has been found that the un- 
employment insurance and other fea- 
tures involving the collection of a tax 
by the states to be turned over to the 
Federal Government for distribution 
cannot be made effective until there are 
constitutional revisions in about three- 
fourths of the states. Facing that fact 
and opposition on other grounds, much 
difference of (CONTINUED ON PAGE 69) 
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The Federal Housing Admin- 
istration makes a practice of 
lending exhibits to home 
shows. A model of one of 
these, a rear view, is shown 
at the left. Appropriate pic- 
tures and printed material 
are used in each case 


National Home Shows 


O stimulate public interest in the 
of the American 

home, the Federal Housing Ad- 
ministration, the Manufacturers’ Hous- 
ing Display Council and the National 
Association of Real Estate Boards are 
supporting a National Home Shows 
program which is to be carried out in 
representative communities throughout 
the country during the Winter and 
Spring. 

The first exhibition takes place in the 
Fifth Regiment Armory, Baltimore, 
January 4-11, under auspices of the 
Real Estate Board of Baltimore. Defi- 
nite arrangements have already been 
made for exhibitions at Philadelphia, 
Detroit, Kansas City, Miami, Fort 
Worth and Houston, and it is expected 
that other cities will join the list. 

The purpose of the shows is to ac- 
quaint the public with the machinery 
provided under the National Housing 
Act for home modernization and repair, 
new construction, and the purchase of 
homes already built. Visitors will also 
have the opportunity of examining the 
newest and best in building materials 
and equipment that go into home con- 
struction. 

Promotion, management and financ- 
ing of the shows is being left to local 
organizations which for the most part 
will presumably be real estate groups 
and builders. The financing is to be done 
through the sale of exhibit space to 
manufacturers and distributors of build- 
ing materials and equipment, and from 
the sale of admission tickets, at a nomi- 
nal charge, to the public. Safeguards 
have been set up to prevent the shows 
from being commercial enterprises; 
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they are intended, rather, as civic 
movements. 

Some of the home shows of the past 
year or so have been exceedingly good; 
others were cheap and tawdry, with 
door prizes and other features designed 
to catch dimes and quarters. The de- 
sirability of properly conducted exhibi- 
tions was recognized by persons inter- 
ested in the progress of the Better 
Homes movement, and a formula for 
the organization of a dignified, informa- 
tive show was sought from some re- 
sponsible group. This pattern the 
Manufacturers’ Housing Display Coun- 
cil has attempted to provide. The rules 
and regulations developed by this 
group, which represents a cross section 
of nationally-advertised building ma- 
terial and equipment companies, are 
the result of a series of conferences held 
in Washington and New York. High 
standards for the 1936 shows have been 
established, and if local sponsors of the 
exhibitions do not conform, members of 
the Council will not participate. 

The regulations have the approval of 
the Federal Housing Administration, 
which will decline to support displays 
that fail to meet the standards. Spon- 
sors are directed to keep rental rates for 
space at the lowest possible minimum. 
The promoter or manager is to be a 
person experienced in this type of 
exhibition and his plans must be sub- 
mitted to the exhibition unit of the 
F.H.A. for advance approval. Each 
show is to be actively sponsored by the 
F.H.A. Better Housing Committee in 
the community, with the support of 
various interested groups, including 
financial institutions, chambers of com- 


merce, the construction industry, park 
boards, women’s clubs, etc. 

“Participation,” the regulationsstate, 
“should be adequate to represent the 
major interests of the building materials 
and housing equipment industry and 
limited to manufacturers and distribu- 
tors of building materials and equip- 
ment and home furnishings. No over- 
the-counter deliveries are to be allowed.” 

The shows are to last a minimum of 
eight days and a maximum of 15, except 
in cities of 500,000 population or over. 
Admission charges will range from 25 
to 40 cents. 

Addition of a model house to an 
exhibit is left to the discretion of the 
local group. However, shows planning 
such a building are advised that its 
furnishings should be priced within the 
budget of the family that would occupy 
a dwelling of the type displayed. For 
example, $4,000 worth of furniture and 
equipment, the regulations point out, 
“should not be placed in a $5,000 
house.” The model home for the Balti- 
more show is a $5,500 seven-room cot- 
tage of early Maryland design. It is 
air-conditioned and insulated, and will 
be complete, even to food in the re- 
frigerator and an automobile in the 
garage. 

The Federal Housing Administration 
is making available extensive exhibit 
material—two carloads of it—to all 
approved shows. This includes 12 
“talking towers” which explain to the 
visiting public, by electrical transcrip- 
tion, the F.H.A. financing plan. There 
are also a number of model homes, 
within a wide price range but particu- 
larly for persons of moderate income. 
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German Banking Research 


By ROBERT ARZET 


Economist, Berliner Handels- 
Gesellschaft 


esearch and Organization was 
founded in Berlin on October 11, 
1935. The German banking world had 
previously possessed no institution of 
this kind, and consequently a great deal 
of interest was taken in this step by all 
financial and commercial circles. Abroad, 
too, its establishment aroused much 
interest, and it may therefore be oppor- 
tune to give a few details about its aims 
and the reasons which led to its foun- 
dation. 

There is no doubt that the problems 
with which banking is continually called 
upon to deal have been studied in Ger- 
many by first-rate authorities and have 
been viewed in close connection with 
economic science. Nevertheless it has 
always been regarded as something of a 
disadvantage that the banking world 
itself has not been in a satisfactory posi- 
tion to apply the experience gathered in 
practice. As a result of the tremendous 
changes which have entered into the 
credit business of every country during 
the world economic crisis, public in- 
terest has been occupied with credit 
problems to a much greater extent than 
ever before. A great deal in banking 
which had previously been looked upon 
as fixed has had to go by the board 
during the crisis; a great deal of that 
which has been undertaken to meet the 
immediate results of the crisis is only 
temporary in character. Much still re- 
quires clearing up and substantiating. 

This objective, however, can be at- 
tained only when the various problems 
which arise are attacked from the point 
of view of actual banking practice it- 
self, while close touch with the colleges 
ismaintained. It was the German Bank- 
ing Inquiry of 1933 which showed that 
again and again uncertainty and lack 
of knowledge have existed about funda- 
mental questions in banking. The in- 
sufficient knowledge about historical 
connections, too, has continually been 
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found a defect. There is a certain 
amount of misunderstanding and lack of 
knowledge, too, about the relations of 
the banks to industry, and about the 
services rendered by the credit institu- 
tions outside their ordinary duty of pro- 
viding credit. But it will be possible to 
clear up these matters under the more 
favorable circumstances which will 
now prevail. Very great importance 
attaches to the banks in the cultivation 
of international business relations, and 
a knowledge of foreign banking is also 
to be promoted. 

In accordance with the foregoing the 
following activities are contemplated: 

(a) The Institute will conduct scien- 
tific research into credit questions in 
which there is general interest, and will 
publish the results. 

(b) It will from time to time arrange 
lectures followed by discussions. 

(c) It will assist scientific work on 
credit questions done outside its own 
organization by providing materials and 
experience for such research. 


Dr. Otto Chr. Fischer, president of the 
German Institute for Banking Research 
and Organization 


(d) It will get into touch with corre- 
sponding institutions in other countries 
and arrange joint work with them. 

Contact has already been established 
with the Institute of Bankers in Lon- 
don. The idea of exchanging experience 
was heartily welcomed on both sides, 
and it also has been arranged to carry 
on a permanent exchange of news with 
the Institute of Bankers and informally 
to consult about questions of mutual 
interest. An exchange of publications 
has already begun. There is no doubt 
that it is international banking rela- 
tions which have suffered especially as a 
result of the crisis, and that it is desir- 
able mutually to get to know better the 
new basic principles of banking policy 
and the changes in organization which 
have come about. The founders of the 
German Institute hope, therefore, that a 
similar procedure of mutual consulta- 
tion will be established with other for- 
eign organizations. 

In contrast with the duties carried 
out by the English Institute of Bankers, 
the German Institute will not in gen- 
eral engage in any instructional or 
training work. This is explained by the 
historical evolution of German educa- 
tion in banking. In addition to the 
banks themselves, the bodies respon- 
sible for instruction in banking were, in 
the main, city authorities, commercial 
colleges, the universities, etc. Of late 
years there has been a general move- 
ment towards making the different 
forms of training more uniform and 
towards bringing them into relation- 
ship with each other. There were, there- 
fore, no fundamentally new problems 
connected with the ways and means 
of instructional work, which necessi- 
tated setting up a special institution 
for this purpose. 

In connection with the objects in- 
dicated under (a), above, the following 
work is contemplated: 

1. History of German banking from 
1870 to 1914, with special reference to 
bank branches, relations between banks 
and industry, and German banks 
abroad. 

2. Ashort account of the Banking In- 
quiry of 1933. 

3. The in- (CONTINUED ON PAGE 60) 
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Advertising 


Concerns Directors 


URING the past few years there 
have been two general complaints 
regarding bank advertising. Both 

have sprung from the same viewpoint. 
One was that bank advertising was too 
stilted, too factual and unimaginative; 
the other, that bank advertising was 
not keeping pace with commercial ad- 
vertising, because it lacked drama. 

Both schools of criticism have really 
tended in the same direction. They both 
charged the banks with violating the 
accepted and proved method of com- 
mercial advertising. 

This general criticism has always 
urged one solution—try to find some- 
thing the banks have to sell and present 
it to the public with the same technique 
which has proved successful for com- 
mercial organizations. 

Sit down with the average board of 
directors of a bank today and present a 
criticism of bank advertising from either 
of the two above viewpoints. They will 
ask you, first, “What do we have to 
sell?” and, second, “How can we best 
present it?” 

“What do we have to sell?” This 
question is based on the view that ad- 
vertising can accomplish only one pur- 
pose—sell some service, or the age and 
strength of the bank, and so forth. 

A round table discussion of advertis- 
ing in the average bank directors’ 
meeting might run about as follows: 

“Gentlemen: We want to spend some 
money for advertising. Advertising isa 
tremendous force in the building of 
business. This bank is a big factor in the 
development of this community and we 
should find a way to advertise success- 
fully. Many of our clients find advertis- 
ing profitable, and surely this bank, 
with its background of stability, with 
its resourcefulness, should be able to 
find a way to make money through ad- 
vertising. I should like to have the 
opinion of each of you directors concern- 
ing the way we should advertise.” 

Director No. 1 says: “Mr. President: 
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It is a known fact that we are the oldest 
bank in the city. We have been here a 
good many years, and after all, banking 
confidence is built on a record. We have 
it. So let’s tell people how old we are, 
how many depositors we have. By doing 
that we keep our name before the 
public. Wz have nothing to sell but our 
age and trustworthiness.” 

No. 2 director then offers this 
thought: “I don’t believe that we can 
build our business by merely bragging 
about how old we are. After all, we want 
new commercial accounts and we 
should promise these accounts some- 
thing. Our advertising should promise 
personal service. You know, gentlemen, 
banks are supposed to be cold and im- 
personal. I think our advertising should 
stress the fact that we are a good bunch 
of fellows, big-hearted and friendly. 
Of course, I don’t think we should go so 
far as to say exactly those words, but it 
ought to convey the impression that 
we are a friendly institution. We want 
people to feel at home here.” 

“But,” says No. 1, “everybody who 
trades with us already knows that. 
They know that if they deserve it they 
can get loans here—the same as they 
could at any other bank, and, after all, 
our advertising is supposed to reach 
people who don’t trade with us. I won- 
der if our bank is any more friendly than 
the other banks in this city.” 

About this time the president inter- 
feres with the argument, points to di- 
rector No. 3, and says, “What do you 
think?” 

No. 3 says: “It’s not a question of 
what we advertise with the money, 
but where we advertise. I have been on 


By E. S. BARLOW 


Barlow Advertising Agency, 
Syracuse, New York 


this board for 30 years—ever since 
I was 38 years old, and I think the bank 
spends too much money in the news- 
papers. We’ve got a very good sign out 
here in front of the bank, and we know 
the concerns with whom we want to do 
business. I think a series of booklets 
mailed out to those people, giving our 
statement and showing our growth, is 
about the most effective thing we 
could do. After all, if you put your ad in 
the paper, there are a lot of people who 
won’t read it and your money is 
wasted.” 

“Next,” calls the president. 

“As I see it,” says No. 4, who is 
general manager of a building supply 
company, “business is bad now, and 
you are not going to have good business 
until building picks up. There really 
isn’t any sense in advertising. When we 
do advertise, we ought to advertise to 
the people who are going to spend their 
money for building, for they’re the ones 
who are going to need money. I think 
too much of our advertising is spent on 
getting small, unprofitable accounts.” 

Then No. 5, who is a real estate 
operator, chimes in with: “That's 
right. You don’t respect real estate 
loans enough. I think our advertising 
should be directed to the fellow who 
wants to spend money on buying new 
property or building new homes. As a 
matter of fact, there are a lot of indus- 
tries that could be moved to this town if 
we would just support them in coming 
here. My idea is that we should spend 
our money in the larger centers with a 
view to inducing factories and em- 
ployees to move to our town. This idea 
of advertising for more depositors here 
at home is a waste of money, in my 
opinion.” 

No. 6 says: “ You know, my wife and 
I drive around the country a lot. 
Last Sunday while we were out driving 
we saw some very attractive billboards 
and my wife said, ‘That’s how you 
ought to (ConTINUED ON PAGE 46) 
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Stop-Loss Orders on Loans 


By E. S. WOOLLEY 


INCE the market crash of 1929 
S many notes secured by stock ex- 
change collateral have continued 
in distressed condition. In a number of 
cases these notes are now recovering to 
the point where the value of the col- 
lateral approximates the face of the 
note plus accrued interest. In some 
cases this figure is exceeded. It is, 
therefore, timely to remember and 
apply the lessons of the last few years. 
Those lessons relate to notes that 
were amply margined at the date they 
were made. However, when the value 
of the collateral depreciated below the 
face of the note the bank did not im- 
mediately exercise its option of selling. 
In most cases this option was not 
exercised because of the earnest plea of 
the borrower. The next step was that 
the collateral depreciated to such an 
extent that the examining authorities 
insisted that the note be written off in 
whole or in part. These lessons have 
been severe enough. The problem is to 
apply them. 

Again banks are being importuned by 
borrowers not to sell collateral. Duty, 
however, demands that these pleas be 
ignored. If the borrower wishes to 
gamble, that is his privilege. But he is 
hardly within his rights when he asks 
the bank to become a partner with him 
in such ventures. That is what it really 
amounts to when a bank continues to 
hold a note which has been past due 
for some time merely because of a 
belief that the securing collateral will 
go even higher. 

Perhaps a specific illustration will 
emphasize this point. A borrower’s 
collateral had depreciated in November 
1929 to a point where the value was 
$150 less than the face of the note. The 
bank then requested additional col- 
lateral, which the borrower was unable 
or unwilling to give, but his pleas not 
to be sold out were granted. The col- 
lateral kept depreciating until finally 
the bank became insistent that some- 
thing be done. The borrower’s answer 
was: “That’s your worry. There’s noth- 
ing I can do about it. They’re your 
securities, not mine”’. 

In the Spring of 1935 the picture 
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started changing; the value of the 
securities started climbing. The bank 
sold when the market value had reached 
a point $400 above the face of the note 
and accrued interest. Shortly after the 
sale the borrower went to the executive 
of the bank and said, “I see that my 
collateral is going up. Don’t sell it. I 
think it’s going even higher.” 

The banker told him that it had 
already been sold and that the bank 
had realized a profit of $400 on the 
transaction. 

The borrower then demanded the 
$400, which the banker refused to give 
him, reminding him of the conversation 
two and a half years earlier. He also 
told him of the worry and difficulty 
that the note had occasioned during 
examination. This actual case well 
illustrates the attitude of some bor- 
rowers who seemingly believe that if 
there is a loss the bank should absorb 
it, but if there is a profit they should 
benefit. 

In a measure this attitude has been 
fostered by bankers themselves. The 
desire to avoid temporary unpleasant- 
ness has been responsible. Granted that 
a firm attitude is sometimes personally 
embarrassing, it is still one of the obli- 
gations of the position of bank execu- 
tive. 

Duty demands that the lessons of the 
past few years be applied. This can best 
be accomplished by executing stop-loss 
orders on all past due notes secured by 
stock exchange collateral. In other 
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words the bank should give its brokers a 
list of the securities together with 
instructions to sell when they reach a 
predetermined point. 

As a preliminary to this a list should 
be prepared of all past due notes. This 
list should show original amount of 
notes, amount carried on books, interest 
to date (accrued on original amount of 
note), market value of collateral and 
market value at which to sell collateral. 
The borrowers should be advised that 
these stop-loss orders have been issued 
and the price at which the collateral 
will be sold. They should further be 
informed that, in all probability, neither 
the bank nor they will know when the 
actual sale is made until after it has 
been accomplished, that the brokers 
have been given definite instructions to 
sell immediately the figure is reached, 
that stocks and bonds frequently re- 
main at a specific point only for a very 
short time and that therefore no further 
notice can be given. 

As a matter of fact many borrowers 
would have been thankful to the banks 
for taking such an attitude in the past. 

Stop-loss orders on all past due loans 
secured by marketable collateral, and a 
rigid adherence to this rule is unques- 
tionably the policy to adopt. In fact a 
bank could even go further and warn 
new borrowers on collateral security 
that such stop-loss orders would be 
issued when the value decreased to an 
agreed figure. Such a policy, lived up to 
consistently, would save many a loss. 
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The Month 


In London, Japan asked naval parity. Above are Osmai_ In Asia, Japan moved into North China. Above, the Temple 
Nagano and Matsuzo Nagai, Naval Conference Delegates of the Sun at Peiping 


In Paris, Premier Laval and Sir Samuel Hoare (second and _ In Ethiopia, Italian troops made what progress they could 
third from left) made Mussolini a pacification offer in spite of bad weather and native guerilla hostility 
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PHILIPPINES 


Manuel Quezon, at the left, as he took 
over the presidency of the new Philip- 
pine Commonwealth. Subsequently Roy 
Howard of the Scripps-Howard news- 
papers stated that “Japan’s arms, 
stretching out ever more menacingly 
and apparently intent on embracing 
the entire Orient, today is casting 4 
dark shadow across the Philippines.” 
He predicted that Congress would be 
asked to make the commonwealth gov- 
ernment permanent “on a territorial 
basis”. Otherwise security would be 
sought under the British flag 
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The Condition of BUSINESS 


for some time and public confidence in business initia- 

tive is undoubtedly returning. The country is regain- 
ing its economic nerve, an inevitable development but none 
the less fortunate. The outlook for 1936, therefore, is good, 
without considering the impressive statistical evidence of 
sustained improvement in the condition of banking, industry 
and agriculture. 

Recovery may not be an accurate description of what is 
happening. To many persons the word implies a revival of 
prosperity as it existed before 1930, whereas the changes of 
the past few years, new products, new designs, inventions 
and fundamental progress of every kind, have been so great 
that “pre-depression”” has become almost synonymous with 
“old-fashioned”’. There is hardly an element, economically 
speaking—from packages on grocers’ shelves to clipper ships 
that cross to Manila from San Francisco in 59 hours and 47 
minutes of flying time—which has escaped what might be 
called the benefits of the depression. 

There are hurdles facing the country in 1936 more difficult, 
if anything, than those of 1935. The fact that they are not 
regarded as insurmountable, singly or all together, is a 
highly encouraging phenomenon and it remains only for the 
Government to cooperate in every way with business, in the 


B icc some leadership is more aggressive than it has been 


national interest. A brief summary of a few of the 1936 
hurdles emphasizes their seriousness: 


CONGRESS There is first, of course, the uncertainty nor- 
IN SESSION Mally attendant on another session of a 
depression Congress; also, the menace of high 
taxes; the determination among former soldiers, for some 
reason, to get money from the Federal Treasury; an unem- 
ployment problem resisting every effort to solve it; a relief 
burden that increases with recovery; the prospect of further 
large national deficits; a vast unexplored territory of the 
Government’s social security legislation; the new and un- 
tested machinery for credit control; silver vagaries; Town- 
send, Tugwell and others; the coming fight over the 30-hour 
bill in Congress; war in Asia and war in Africa; the approach 
of an election that will be very seriously contested, one of 
the main issues of which will be the relationship of govern- 
ment to business; Supreme Court decisions on New Deal 
laws; and a host of problems involved in shifting our recov- 
ery movement from an artificial and subsidized basis to one 
that is normal and indigenous. 
The preferred view of 1936, however, contains a formida- 
ble amount of optimism. Following the failure of the Summer 
slump to reach anticipated depths there has been a steady 
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increase in industrial activity during the Fall and early 
Winter based upon actual consumption of goods; this has 
meant more spending money for industrial workers, while 
agricultural income and spending have increased in even 
greater proportion. The combined result has been an increase 
in retail trade over the country as a whole averaging perhaps 
20 per cent above that of a year ago. The holiday trade is re- 
ported as the heaviest in five years; money in circulation for 
holiday shopping has been the largest in five years. Nation- 
wide bank deposit turnover has been the highest since 1932. 
Automobile production and sales have been the best for the 
season in the same period. 

All this activity has been immediately reflected in corre- 
sponding industries—mostly those manufacturing for con- 
sumption, but not without effect upon the heavy goods 
industries. Consumption of raw cotton during the Autumn 
has been the largest in any recent year. Production of rayon 
has reached a new high record. The distribution of clothing, 
shoes and other leather goods, household appliances, gift 
articles of all sorts, foods in spite of high prices, is proof that 
retail and wholesale businesses have struck a new pace. All 
this has produced a degree of enthusiasm in most commercial 
lines which is quickly reflected in all branches of industry. 


The foreign trade outlook is good. During 1935 
general imports from abroad increased by ap- 
proximately 23 per cent for 1934 and imports 
for consumption increased by almost 25 per cent. Both of 
these items are still about 55 per cent under 1929, due partly 
to the fact that the contraction in our foreign trade since the 
boom period was much more pronounced than in any other 
great nation. This was because our overseas commerce at 
its peak was financed to a great extent by American money. 
Inasmuch as these loans have not been repaid we are in the 
position of having delivered a great deal of wealth abroad, 
paying for it ourselves. It is a reasonable expectation that 
our revived foreign trade will be much sounder and better 
balanced than it was in 1929. 

Trade agreements have been concluded with Cuba, Brazil, 
Belgium, Haiti, Sweden, Colombia, Canada, Holland and 
Honduras. Similar negotiations are in progress with several 
countries of Central America, with Spain, Switzerland, 
Finland, Italy and France. Provided that proper care 
is exercised to avoid injuring domestic industries through 
the admission of cheap foreign goods, the effect of the agree- 
ments should be beneficial. 


FOREIGN 
TRADE 


During the past few years the policy of nations through. 
out the world has been to place barriers in the way of inter. 
national trade, and the United States has been no worse 
offender than others. In connection with present efforts to 
encourage the flow of international trade, the potential effect 
of the extraordinary development of air traffic throughout 
the world should not be underestimated. In addition to Asia 
being brought within a few days of this country, other recent 
and prospective events point to great progress. The an. 
nouncement was made on December 11 that American, 
British, Irish and Canadian officials in Washington had 
reached a preliminary agreement, extending reciprocal land- 
ing and operating privileges to each other. 

It appears from the indices of the Federal Reserve returns 
that factory employment and payrolls in the past four 
months, when adjusted to seasonal variations, have in- 
creased at the rate of about 7 per cent a year. At this rate 
they would reach about 90 per cent of the 1923-1925 average 
by the end of 1936. Industrial production, duly adjusted, 
has been increasing at the rate of over 1 per cent a month, 
which would take the index figures, by the end of 1936, to 
slightly above the 1923-1925 average. It must be noted, 
however, that the 1923-1925 average is scarcely applicable 
to the present situation inasmuch as population since then 
has increased by about 10 per cent and production should 
increase proportionately. 

As a measure of present progress, the comparison, never- 
theless is encouraging. Increased business activity in the 
new year also depends upon uncertain factors. Good crops, 
at present prices, would probably accelerate the rate of 
improvement. Collapse of the A.A.A. system of agricultural 
aids, poor crops, or a break in farm product prices might 
retard improvement. A material reduction in Government 
outlays for unemployment relief would probably halt actual 
business development temporarily although its indirect 
result in greater confidence for long term enterprises would 
more than overcome the temporary check. 


Anticipated increase in steel production next 
STEEL, 
RAILWAYS Year may be estimated at from 15 to 20 per 

cent. This will give the steel people an oppor- 
tunity to make reasonable but substantial profits. Railway 
car loadings in November were the highest in any corre- 
sponding month since 1931, and railway earnings in recent 
months have been such that with an increase of even 10 per 
cent in their loadings most of the roads would show a modest 
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profit, economy of operation being one of the factors to 
bring about this gain. A development of great importance 
as it may affect earnings will be the I.C.C.’s attitude 
toward a lower basic passenger fare. 

One of the first results of improved earnings by the roads 
will be an increased demand for railway equipment, and 
this is already in evidence in increasing orders for rails, 
rolling stock and extensive repair work. 

It is expected to be several months before most of the 
roads will be in a position to renew equipment to any great 
extent but the fact that a turn has been made and that more 
of the roads are paying expenses is the most promising 
development in the heavy goods industries since the begin- 
ning of the depression. The marked revival in the demand 
for railway shares in the past month is a fair measure of 
railway prospects. 

A continued rise in the output of machine tools is consid- 
ered another forecast of general business improvement for 
the new year. The latest statistical return for the industry, 
that for November, registered an index ratio of 98.6 as 
compared with 52.4 in the corresponding month of last year, 
with preliminary reports indicating prospects of heavier 
demand in the Winter and early Spring. Much of this busi- 
ness represents replacements made necessary by several 
years of neglected obsolescence during the depression, but 
more of it is considered a preparation for new industrial 
activity which manufacturers now see ahead of them. Hun- 
dreds of small industries which have done nothing in the way 
of plant equipment for three or four years are now again in the 
market. 

Member bank deposits with the Federal Reserve banks 
increased $369,000,000 from November 6 through December 
11. The principal factors accounting for the rise were large 
imports of gold and a drop in Treasury cash and Federal 
Reserve deposits. Increases in money in circulation and 
non-member and other Federal Reserve deposits were the 
only factors having a reducing effect on the member bank 
reserve account. Excess reserves increased by $320,000,000 
during the same period, reaching a peak of more than 
$3,300,000,000. Further expansion in demand deposits of 
the member banks increased legal requirements, and pre- 
vented excess reserves from increasing so much as the 
member bank reserve account. 


CREDIT The question of credit control has become one 
CONTROL ©! transcendent importance to banks and busi- 

ness generally. The discussion in its present 
form dates perhaps from an address by Charles R. Gay on 
October 9 in New York before the American Management 
Association, in which he stressed the necessity of thinking 
about ways to control credit inflation. 

The following day, James M. Landis, chairman of the 
S.E.C., commented on Mr. Gay’s remarks and said in effect 
that the commission did not have the machinery to control 
an inflationary movement in the securities market. 

On November 21, the Federal Reserve Advisory Council 
cautioned the Board with reference to controlling specula- 
tion and recommended as one step that the System’s 
holdings of Federal securities should be allowed to “run off”. 

On November 22, Chairman Eccles of the Federal Reserve 
System stated that there was no immediate cause for action. 

On December 18 the Board of Governors of the Federal 
Reserve System meeting with the Open Market Committee, 
subsequent to ascertaining opinions of various Federal 
Reserve banking officials throughout the country, issued a 
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Expansion and contraction of credits 


statement in effect postponing for the present any action 
designed to curb credit expansion. Apparently the responsi- 
bility for a decision has been “forward passed’ to the 
succeeding Board and Committee, shortly to be named by 
President Roosevelt. 

Meanwhile, banking leaders and a number of institutional 
bulletins have expressed opinions on the problem. There 
have appeared wide differences of opinion both as to whether 
this is the time to act and as to the proper action to be taken. 

The view of those opposed to present action can be sum- 
marized as follows: 

There has been no expansion of credit sufficient to justify 
discouraging the country. Such action would be interpreted 
as terminating the Government’s cheap money policy. The 
use of the power to raise Reserve requirements would make 
for uncertainty and instability and would work a hardship 
on many banks. The general effect would be deflationary at 
a time when millions are unemployed. 

Contrary views center on the wisdom of testing the new 
control brakes while we are on a safe stretch of road rather 
than wait for an emergency when political pressure might 
make it almost impossible to take effective action. 


Banks are becoming more and more inclined 
LONGER 
TERM LOANS 2t the turn of the year to put money into 

longer term loans, including real estate 
mortgages and intermediate credit for industrial and com- 
mercial undertakings, as a means of taking up some of the 
slack. This is not in accord with banking traditions but it is 
made possible by the growth of time deposits and especially 
by the liberalized rediscount privileges offered by the Re- 
serve banks—privileges which are extended to non-member 
banks under the industrial and commercial loan commit- 
ment system. This new policy affords banks an opportunity 
to increase their loans and improve their earnings. At the 
same time it offers a means of reducing Government com- 
petition in banking against which banks now so justly com- 
plain. Expanding business activity naturally suggests in- 
creased and better business for the banks and this, perhaps, 
is their best prospect. 
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BANKING STUDIES COMMITTEE 


On December 12, Tom K. Smith, First 
Vice-President of the Association and 
Chairman of the Banking Studies 
Committee, called a meeting of the 
Committee in New York to consider g 
number of specific problems affecting 
banking operations. One of the major 
topics being studied is the entry of the 
Government into fields of extendi 

credits normally served by chartered, 
non-governmental institutions and 
means by which bankers can facilitate 
the retirement of the Government from 

these activities 


EASTERN CONFERENCE ON BANKING SERVICE 


HE Eastern Conference on Banking Service will be held 
Ti Philadelphia, Pennsylvania, at the Bellevue-Strat- 
ford Hotel, Thursday, January 23, and Friday, January 
24. The general chairman of the Conference is Harry J. Haas, 
vice-president of the First National Bank of Philadelphia, and 
the vice-chairman is O. Howard Wolfe, cashier of the Phila- 
delphia National Bank. This is the first conference in Presi- 
dent Fleming’s National Program of Banking Development. 
Following are the speakers and topics, as complete as 
available on going to press. 


GENERAL SESSIONS, BELLEVUE-STRATFORD 
BALL ROOM 


Tuurspay, 9:30 A.M. Call to order by Chairman Haas; A 
NATION-WIDE PROGRAM OF BANKING DEVELOPMENT, Presi- 
dent Robert V. Fleming; CUSTOMER AND PUBLIC RELATIONS, 
Avery G. Clinger, president, Ohio National Bank, Colum- 
bus; FEDERAL RESERVE BOARD RULES AND REGULATIONS, O. 
Howard Wolfe; discussion following each topic. 


Tuurspay, 2:15 P.M. Call to order by President Fleming; 
BANK CRIME PROTECTION, David M. Auch, secretary, Ohio 
Bankers Association, Columbus; BANK INVESTMENTS, Adrian 
M. Massie, vice-president, The New York Trust Company; 
BANK EARNINGS—POSITIVE AND NEGATIVE, Robert M. Hanes, 
president, Wachovia Bank and Trust Company, Winston- 
Salem, North Carolina; discussion following each topic. 


Fripay, 9:30 A.M. Call to order by President Fleming; sounD 
PUBLIC POLICY IN CHARTERING BANKS, Carl K. Withers, Com- 
missioner of Banking and Insurance, Trenton, New Jersey; 
BANK TAXATION, Charles H. Mylander, vice-president, The 
Huntington National Bank, Columbus, Ohio; REPLACEMENT 
OF GOVERNMENT IN CREDIT FIELDS BY BANKS, A. G. Brown, 
president, Ohio Citizens Trust Company, Toledo; discussion. 
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Fripay, 2:15 P.M. Call to order by President Fleming; 
NEW CREDIT PROBLEMS AND POSSIBILITIES IN AMERICAN 
BANKING, speaker to be selected; MORTGAGE LENDING, Philip 
A. Benson, president, Dime Savings Bank of Brooklyn; HELP- 
ING BUSINESS WITH NEW CREDIT SERVICES (15-minute presen- 
tations): (1) FEDERAL HOUSING ADMINISTRATION LOANS, J. 
Raymond Roos, cashier, National Commercial Bank and 
Trust Company, Albany, New York; (2) INSTALMENT FINANC- 
ING, David C. Barry, vice-president, Lincoln-Alliance 
Bank and Trust Company, Rochester, New York; (3) SMALL 
LOAN DEPARTMENTS, Louis S. Thomas, president, East 
Hartford Trust Company, East Hartford, Connecticut; 
(4) OTHER CREDIT SERVICES, suggestions from the audience; 
discussion. 


DEPARTMENTAL FORUMS, 7:30 P.M. THURSDAY 


BANK PROTECTION AND INSURANCE (held in the North Gar- 
den). Call to order by James M. Ball, Jr., cashier, First and 
Merchants National Bank, Richmond, Virginia; INTERNAL 
AUDITING PROCEDURE AND CONTROL, leader, Paul D. Williams, 
Comptroller, Corn Exchange National Bank & Trust 
Company, Philadelphia; A STATE ASSOCIATION PROGRAM 10 
BEAT BANK BANDITRY, leader, Percy B. Menagh, secretary 
and treasurer, United States Trust Company, Newark, New 
Jersey; ADEQUATE INSURANCE THE BEST SAFEGUARD, leader, 
Sidney M. Price, cashier, First National Bank, Malden, 
Massachusetts. 


Trusts (held in the Clover Room). Call to order by Merrel 
P. Callaway, vice-president, Guaranty Trust Company 
of New York; SHOULD OUR BASIS FOR FEES BE REVISED?, 
leader, Henry A. Theis, vice-president, Guaranty Trust 
Company of New York; TRENDS IN THE TRUST FIELD, leader, 
Gilbert T. Stephenson, vice-president, Equitable Trust 
Company, Wilmington, Delaware. 
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ADMINISTRATIVE COMMITTEE 


With President Robert V. Fleming 
presiding, the Administrative Commit- | 
tee of the Association met in New York, ‘ 
December 13, together with certain 
members of the staff, to discuss major 
problems confronting banking and 
mapped out broad plans for dealing 
with them. Among the principal lines 
of action approved were the arrange- 
ments under way for a series of regional 
conferences on banking service as part 
of the Association’s nationwide pro- 
gram of banking development 


PHILADELPHIA, PENNSYLVANIA, JANUARY 23-24 


CoMMERCIAL BANKING (held in the Palm Garden). Call to 
order by G. Fred Berger, treasurer, Norristown-Penn Trust 
Company, Norristown, Pennsylvania; BANK EARNINGS AND 
EXPENSES (15-minute presentations): (1) LOAN POLICIES, 
F. E. Worden, vice-president, National Bank of Auburn, 
Auburn, New York; (2) INVESTMENT PRACTICES AND PRO- 
ceDURE, J. Harvie Wilkinson, Jr., vice-president, State- 
Planters Bank and Trust Company, Richmond, Virginia; 
(3) INTEREST ON DEPOSITS, Charles W. Hawkins, cashier, 
First National Bank, Spring Valley, New York; (4) SERVICE 
cHARGES, B. S. Reading, secretary-treasurer, Lafayette 
Trust Company, Easton, Pennsylvania. 


CONSTRUCTIVE CUSTOMER RELATIONS. Call to order by Dr. 
Harold Stonier, National Educational Director, American 
Institute of Banking, New York City; THE CONSTRUCTIVE 
CUSTOMER RELATIONS CONFERENCES AND OUR BANKS (15- 
minute presentations): (1) William A. Boyd, First National 
Bank, Ithaca, New York; (2) Donald Kirkpatrick, The Na- 
tional Bank of New Jersey, New Brunswick; WHAT PEOPLE 
ASK ME ABOUT BANKS, Robert J. Farr, Philadelphia National 
Bank; HOW INSTITUTE CHAPTERS ARE HELPING IN PUBLIC 
EDUCATION PROGRAMS AND CONSTRUCTIVE CUSTOMER RELA- 
TIONS ACTIVITIES, Richard W. Hill, Secretary, American In- 
stitute of Banking, New York City. 


SavinGs (held in the Junior Room). Call to order by Philip A. 
Benson, president, Dime Savings Bank of Brooklyn; PERSONAL 
LOANS, leader, John R. Burton, president, National Bank of 
Far Rockaway, Far Rockaway, New York; HOW BANKERS CAN 
MOST PROFITABLY EMPLOY SAVINGS DEPOSITS, leader, A. C. 
Robinson, chairman of the board, Peoples-Pittsburgh Trust 
Company, Pittsburgh; BOND INVESTMENTS, WITH PARTICULAR 
REFERENCE TO RAILROAD REORGANIZATION, leader, Philip 
B. Fisher, Security Research Bureau, Philadelphia. 
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PUBLICITY AND ADVERTISING (held in the Rose Garden). Call 
to order by Gurden Edwards, Director of the Publicity and 
Advertising Departments, American Bankers Association, 
New York City; THE ADVERTISING SERVICES OF THE AMERI- 
CAN BANKERS ASSOCIATION, leader, Merle E. Selecman, 
Assistant Director of Advertising and Publicity, Ameri- 
can Bankers Association, New York City; WHAT THE 
PUBLIC EXPECTS OF THE BANK, leader, James C. Pierce, 
assistant vice-president, The Trenton Trust Company, 
Trenton, New Jersey; WHAT THE CUSTOMER EXPECTS 
OF THE BANK, leader, C. Delano Ames, manager of public 
relations and advertising, Maryland Trust Company, 
Baltimore; IT’S TIME TO TAKE THE WRAPS OFF OF BANK 
ADVERTISING, leader, Charles A. Oswald, Oswald Adver- 
tising Agency, Philadelphia; CUSTOMER RELATIONS PLUS 
PUBLIC RELATIONS, leader, Kenneth M. Murchison, 
vice-president, Central Saving Bank in the City of New 
York. 


FACILITATING FARM CreEpIT (held in the Gold and Pink 
Room). Call to order by E. B. Harshaw, vice-president, 
Grove City National Bank, Grove City, Pennsylvania; 
FARM INVENTORIES AND CREDIT STATEMENTS, leader, Otis 
A. Thompson, cashier, The National Bank and Trust 
Company of Norwich, New York; GOVERNMENT AND FARM 
CREDIT: EXTENT OF COOPERATION WITH BANKERS, Levy P. 
Smith, president, Burlington Savings Bank, Burlington, 
Vermont; EXTENT OF COMPETITION WITH BANKERS, J. A. 
Sydenstricker, cashier, First National Bank, Marlinton, 
West Virginia. 


SUBSCRIPTION DINNER MEETING 


AN informal subscription dinner meeting will be held in the 
Bellevue-Stratford Ball Room on the evening of Friday, 
January 24. 
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Reserve Board Regulations 


A summary dealing with the principal provisions of revised regulations 
issued by the Board of Governors of the Federal Reserve System, effec- 


tive January 1, 1936. (Note: The classification of items and paragraphs 


REVISED REGULATION D 
With Reference to Reserves of Member 
Banks 
SECTION 1. DEFINITIONS 

(a) “Demand deposits” include all deposits not time de- 
posits. 

(b) “Time deposits” mean time certificates of deposit, 
time deposits, open account, and savings deposits. Postal 
savings deposits are no longer expressly declared to be time 
deposits; the conditions under which they are deposited 
will determine their classification. 

(c) (1) (2) (3) A “time certificate of deposit’ must be pay- 
able not less than thirty days after the date of the deposit 
or upon not less than thirty days’ notice in writing which is 
actually required to be given. 

(4) If only part of the “time certificate” is to be with- 
drawn, part payment cannot be indorsed on the certificate, 
but the certificate must be surrendered and a new one 
issued for the new amount. 

(d) A “time deposit, open account”’ must be made under 
written contract prohibiting withdrawal, by check or other- 
wise, prior to maturity (which shall be not less than thirty 
days after the deposit) or prior to the expiration of at least 
thirty days after written notice. However, a Christmas 
Club or similar account may be considered a time deposit, 
open account although some of the periodic deposits are 
made within thirty days before date of payment provided a 
written contract prohibits withdrawal until a certain number 
of such deposits have been made during a period of not less 
than three months. 

(e) A “savings deposit” must be evidenced by a pass book. 
The prior regulation authorized “pass book, certificate, or 
other similar form of receipt’’. (i) The funds in a “savings 
deposit” must be deposited to the credit of one or more 
individuals, or to the credit of a single non-profit corporation 
or other non-profit organization, or (ii) the entire beneficial 
interest must be held by one or more individuals or by such 
a corporation or other organization. A deposit to the credit 
of an individual in which a “profit” concern has any bene- 
ficial interest is not a “savings deposit.” 

(1) The bank must require or have the right to require 
thirty days’ written notice for withdrawal. 

(2) The bank must require presentation of pass book 
for a withdrawal, except in case of withdrawal by the de- 
positor individually. 

Requirement of presentation cannot be met by presenta- 
tion by officer, agent, or employee of bank of pass book or 
duplicate retained by bank or retained by such officer, etc. 
except where bank holds pass book as fiduciary “of an es- 
tate” or as collateral for a loan. 

A pass book retained by the bank cannot be delivered to 
another than the depositor for presentation but can be de- 
livered to an agent of the depositor for transmittal to him. 
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coincide with those of the official text of the regulations.) 


A pass book may be presented through the mail and 
payment may be made through the mail “or otherwise.” 

A withdrawal must be entered in the pass book when 
made, or if pass book is not then presented, as soon as 
practicable. 

It is no longer expressly required that the bank’s printed 
regulations as to “savings deposits” accepted by the deposi- 
tor shall include a statement of the requirements under 
this regulation D for such a deposit. 

(f) “Gross demand deposits” include those made by: 

other banks 
United States 
other public bodies 
They include also: 
certified checks 
officers’ checks (including dividend checks) 
drafts or other authorizations to charge reserve 
account in reserve bank 
“letters of credit and travelers’ checks sold for cash” 

It is not stated whether the charging of a depositor’s 
account is considered as “cash”. Nor is it expressly stated 
whether travelers’ checks “sold for cash” are to be consid- 
ered as demand deposits of the issuer and drawee of such 
checks or of the bank which receives them from the issuer 
and sells them to its customers. 

(g) “Cash items in process of collection” mean: 

(1) checks in process of collection on private or other 
bank payable immediately upon presentation in the United 
States; 

“checks on hand which will be presented for payment 
or forwarded for collection on the following business day;” 

(2) Government checks and warrants in process of 
collection drawn on Treasurer of the United States; 

(3) items in process of collection, payable immediately 
on presentation in the United States, customarily cleared 
or collected as cash items. 

Non-cash collections are excluded. 

(h) “Net demand deposits” mean gross demand deposits 
less allowable deductions. 


SECTION 2. COMPUTATION OF RESERVES 


(a) Repeats statutory requirements as to amounts of 
reserves to be maintained. Omits footnote in prior regulation 
stating that the term “outlying district” is “construed to 
mean that portion of a city which is located outside of, and at 
a considerable distance from, the recognized business and 
financial center of such city, and includes all suburban 
districts within the corporate limits of such city’’. 

Reference is made to the possible future changes of “per- 
centages” of reserves by the Board of Governors under 
authority of the Banking Act of 1935. 

(b) From gross demand deposits may be deducted in 
computing reserves: 
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cash items in process of collection 
balances due from other banks subject to immediate 
withdrawal 

Deductions may not be made of balances due from: 

Federal Reserve banks 

foreign banks and their branches, wherever located 

foreign branches of domestic banks 

private banks 

Non-deductible also are: 

trust funds deposited in other banks except those 
deposited in a commercial or savings account in 
the fiduciary bank and redeposited in another bank. 

(c) “Cash items” (instead of “checks” as in the prior 
regulation) forwarded to Federal Reserve bank for collection 
and credit are not reserves until the expiration period speci- 
fed in the Federal Reserve time schedule. If a bank draws 
against “checks” before such time, the draft will be charged 
against its reserve balance if sufficient; any impairment of 
reserves which results is subject to penalties. 

(d) Reserves are required against trust cash deposited by 
member bank with itself but not against segregated trust 
cash in the trust department or trust cash deposited with 
another bank. 

(e) A time deposit continues as such until maturity or 
expiration of notice of withdrawal; then becomes a demand 
deposit; after a written notice revoking prior notice of 
withdrawal, again becomes a time deposit. 


SECTION 3. DEFICIENCIES IN RESERVES 


(a) No material change is made as to computation of 
deficiencies. 

(b) The former basic penalty of 2 per cent above reserve 
bank discount rate for 90 day commercial paper becomes the 
exclusive penalty; the former progressive penalty is omitted. 

(c) No material change is made as to notice to directors 
of banks deficient in reserves. 

In connection with a member bank’s failure, after notice 
under (c) above, “to pay due regard to the maintenance of 
its reserves”, reference is made to the forfeiture of the charter 
ofa national bank, to forfeiture of Federal Reserve member- 
ship of a state bank, and to such other action as the Board of 
Governors may consider advisable. 


SecTilon 4. LOANS AND DIVIDENDS, WHILE RESERVES ARE 
DEFICIENT. 


Loans and dividends are prohibited even when the defi- 
ciency in reserves is for only one day. 


REVISED REGULATION I 


(With reference to the increase or decrease 
of capital stock of the Federal Reserve 
banks and the cancellation of old, and the 
issue of new, stock certificates. The many 
detailed changes from the former regula- 
tion relate largely to matters of procedure, 
and are not of major concern to banks.) 
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REGULATION O 


With reference to Loans to Executive 
Officers of Member Banks 


SECTION 1. DEFINITIONS 


(a) “Member bank” is defined as member of the Federal 
Reserve System. 

(b) The term “executive officer” means: 

chairman of the board 

president 

every vice-president 

cashier 

secretary 

treasurer 

trust officer, and in addition 

an officer who participates in the management of 

the bank or any branch; official title not necessary; 
title may be that of assistant; compensation not 
necessary 

(director or committee member not otherwise an 

executive officer not included.) 

(c) “The terms ‘loan’, ‘loaning’, ‘extension of credit’, 
and ‘extend credit’ mean the making of a loan or the extend- 
ing of credit in any manner whatsoever and include—” 

(1) Advance by overdraft, cash item or otherwise. 

(2) Acquisition from a third person of paper upon 
which an executive officer is liable as maker, drawer, in- 
dorser, guarantor or surety. 

(3) Increase of indebtedness: exceptions; increase on 
account of accrued interest, or on account of taxes, insur- 
ance, or other incidental expenses advanced by a bank for 
its own protection. 

(4) Advance of unearned compensation for a period in 
excess of 30 days (vacation, etc.). 

(5) Transaction resulting in any obligation, direct or 
indirect by indorsement or otherwise, to pay money or its 
equivalent. 

Such terms do not include: 

(i) Advances against accrued compensation, or for 
expense account. 

(ii) Acquisition of check deposited in, or delivered 
to, the bank in usual course of business, not resulting in an 
overdraft to, or carrying of a cash item for, an executive 
officer. 

(iii) Acquisition of assets (and assumption of liabili- 
ties) of another bank or other organization through a merger 
or similar transaction, or 

Acquisition of paper through foreclosure on col- 
lateral or similar proceeding for the protection of the bank. 

(d) “Borrow” and “become indebted” mean transactions 
by which an executive officer receives loan or extension of 
credit. 


SECTION 2. GENERAL PROVISIONS 

Borrowing by an executive officer from his bank and its 
lending to him are prohibited. A partnership, a majority 
interest in which is held by one or more executive officers, is 


included in the same prohibition. 


SECTION 3. EXCEPTIONS 


(a) (1) Total indebtedness of an executive officer not 
exceeding $2,500, incurred with the prior approval of a 


39 


and 
hen 
as 
ted 
der 
ve 
h” 
r’s 
ed 
ch 
er 
ler 
ed 
nt 
of 
ly 
f 
0 
it 
d 


majority of all the directors, is excepted from the general 
prohibition. If a loan is once approved, renewal or extension 
not involving an increase of indebtedness does not require 
approval. It is not expressly stated whether unpaid interest 
may be included in the principal of a renewal note. 

(2) and (3) Executive officer may indorse or guarantee 
paper previously taken by the bank in good faith and may 
incur indebtedness to the bank to aid or protect it. 

(b) Approval under (a) (1) above shall be evidenced by a 
resolution upon the minute book. Any liability under (a) 
(2) or (3) above shall be reported to the board and a record 
entered in the minute book. 


SECTION 4. RENEWALS OR EXTENSIONS OF LOANS MADE 
PRIOR TO JUNE 16, 1933 


(a) A loan to an executive officer made prior to June 16, 
1933, may be renewed or extended with prior approval of the 
board of directors of the bank if it finds that such renewal or 
extension is in the best interest of the bank and that the 
officer has made reasonable effort to reduce his obligation; 
such findings shall be evidenced by a resolution of the board 
on the minute book of the bank. Such loan shall not be re- 
newed or extended, by conversion into a “demand loan” or 
otherwise, beyond June 16, 1938. 

(b) Limitations in paragraph (a) do not apply to in- 
debtedness of an executive officer which can be incurred 
under section 3 above. 


SECTION 5. REPORTS. BY EXECUTIVE OFFICERS OF MEMBER 
BANKS OF THEIR INDEBTEDNESS TO OTHER BANKS 


An executive officer of a member bank must report in 
writing to the board of directors of his bank his indebtedness 
to another bank, stating name of other bank, date indebted- 
ness incurred, its maturity date, amount, form, and security, 
and the purpose for which proceeds used. Report of indebt- 
edness existing on January 1, 1936 shall be made within 
thirty days thereafter. Subsequent indebtedness shall 
be reported within ten days after it is incurred. A record 
of receipt of report shall be made in the minute book. 
Such report shall be retained and made available, upon 
request, for inspection by duly authorized examiners. If 
an indebtedness has been reported, renewal or extension 
not involving an increase of indebtedness need not be re- 
ported. 


SECTION 6. PENALTIES 


(a) An executive officer violating section 22(g) of the 
Federal Reserve Act as amended by section 326(c) of the 
Banking Act of 1935, relating to loans to executive officers, 
is subject to removal under section 30 of the Banking Act 
of 1933. 

(b) A violation of such statutory provision may result in 
forfeiture by a national bank of its charter and by a state 
member bank of its membership in the Federal Reserve 
System. 


REVISED REGULATION Q 


With Reference to Payment of Interest 
on Deposits (and to Payment of Time 
Deposits Before Maturity and the Pay- 
ment of Savings Deposits) 


SCOPE OF REGULATION 

A deposit payable only at an office of a member bank jp 
Alaska or outside of the continental United States is not 
affected. 


SECTION 1. DEFINITIONS 


(a) “Demand deposits” include all deposits not time or 
savings deposits. 

(b) (c) (d) “Savings deposits” are not included in the 
definition of “time deposits”; otherwise the definitions of 
“time deposits’’, “time certificates of deposit” and “time 
deposits, open account” are the same as in section I of 
regulation D above. 

(e) “Savings deposits” are no longer required to consist of 
“funds accumulated for bona fide thrift purposes”. They 
must be evidenced by a pass book. The prior regulation 
authorized “‘pass book or other form of receipt”. The re- 
quirements for “savings deposits” are the same as in regula- 
tion D, above. 

It is no longer required that the bank’s printed regulations 
as to savings deposits accepted by the depositor shall include 
the requirements for such a deposit. 

(f) “The term ‘interest’ means a payment, credit, service 
or other thing of value which is made or furnished by a 
bank as consideration for the use of the funds constituting 
a deposit and which involves the payment or absorption by 
the bank of out-of-pocket expenses (i. e., expenses arising 
out of specific transactions for specific customers and defi- 
nitely attributable to such transactions as distinguished 
from overhead and general operating expenses), regardless of 
whether such payment, credit, service or other thing of value 
varies with or bears a substantially direct relation to the 
amount of the depositor’s balance. 

“The term ‘interest’ includes the payment or absorption 
of exchange and collection charges which involve out-of- 
pocket expenses, but does not include the payment or ab- 
sorption of taxes upon deposits whether levied against the 
bank or the depositor nor the payment or absorption of 
premiums on bonds securing deposits where such bonds are 
required by or under authority of law.” 

“Notwithstanding the foregoing, the payment or ab- 
sorption of isolated items of out-of-pocket expense in érivial 
amounts and not of a regularly recurrent nature, where the 
charging of such items to customers would cause undue 
friction or misunderstanding, will not be deemed to be a 
payment of interest, provided that the bank acts in good 
faith and does not utilize the absorption of such items as a 
basis for soliciting accounts or obtaining an advantage over 
competitors... .” 

However, a bank must keep and make available to ex- 
aminers a record of amounts of such items, their dates, and 
names of customers involved. 

Italics are used to indicate significant phrases. Literally 
“interest” is defined as a payment, credit, etc. which bank 
gives for deposit and which involves payment or absorption 
of out-of-pocket expenses. 


SECTION 2. DEMAND DEPOSITS 


(a) Payment of interest on demand deposits in member 
banks is prohibited generally. 
(b) Exceptions to general prohibition: 
(1) Interest accruing before August 24, 1937 on deposits 
by stock or mutual savings banks; 
(CONTINUED ON PAGE 61) 
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Budgets Are Profitable 


By FRED C. CROWELL 


Associate Editor, Bank News 


AT are the net earnings of 

\\ your bank on its invested cap- 

ital? Where are those earnings 
coming from? Can you increase them 
and, if so, how? 

Those are three rather pertinent 
questions facing every bank, but they 
are particularly pertinent to the bank 
in the smaller community, which is pos- 
sessed of a comparatively small amount 
of potential earning assets. 

Ever since historic March 1933, 
bankers have read and heard more and 
more about the necessity for improved 
bank management. The idea has been 
firmly sown in the minds of bankers 
that not only to operate successfully, 
but in order to remain in business at 
all, they must manage their institu- 
tions at a certain profit. 

On the heels of this basic premise 
there have been advocated and adopted 


a number of methods for making an un- 
profitable bank profitable and a profit- 
able bank more profitable. Included 
in these methods are the elimination or 
sharp reduction of interest rates paid 
on deposits, the active solicitation of 
loans, the transmission of the burden 
of F.D.I.C. assessments to depositors, 
comprehensive metered service charges, 
small amortized loans, intelligent bond 
account management, etc. But there is 
one thing which is a necessary fore- 
runner to all efforts at improved bank 
management, a thing about which 
there has been all too little said— 
the bank budget. 


TOO RARELY PRACTICED 


THE importance of budgeting one’s 
income and disbursements, whether in- 
dividual or corporate, has long been a 
fundamental of business economics, but 


one which has been practiced all to- 
gether too rarely among bankers. The 
reason for this, after all, is rather ob- 
vious. Up to 1929 the problem of op- 
erating a bank at a profit presented but 
few difficulties. Many bankers fail yet 
to recognize the importance of keeping 
constant check on every item of income 
and outgo, because year in and year out 
up to 1929 or 1930 almost every bank 
in the country was able to pay all of its 
expenses and have money to spare for 
the enhancement of surplus or distribu- 
tion among stockholders. 

Last month the Kansas Bankers 
Association, through its executive offi- 
cers and its newly appointed bank man- 
agement commission, conducted a com- 
prehensive survey among Kansas banks 
on the subject of bank income and 
disbursements. The results of this sur- 
vey are peculiarly interesting, enlight- 


Combined Current Earnings and Expenses of State and National Banks in Kansas for the year 1934 


$250,000 
(373 banks) 


(528 State and 184 National Banks) 


Resources, October 1935 


$250,000 
to 
$500,000 
(177 banks) 


To to 


$500,000 


$1,000,000 
(92 banks) 


$1,000,000 
and 
over 

(70 banks) 


TOTALS 
712 banks 


$120,504 
26,158 


$347,848 
49,343 


Average total resources 
Average capital funds 


$688,951 
83,337 


$2,766,740 
278,228 


$510,635 
64,092 
Total earnings from current operations .. 6,545 14,746 27,565 85,479 19,060 
Expenses: 
Salaries and wages 
Interest paid on gross deposits 
Other current expenses 


Total current expenses 


2,480 (37.89%)* 
1,239 (18.93%)* 
1,660 (25.36%)* 
5,379 (82.18%)* 


5,117 (34.70%)* 
3,107 (21.07%)* 
3,568 (24.20%)* 
11,792 (79.97%)* 


8,629 (31.30%)* 
5,695 (20.66%)* 
6,272 (22.75%)* 
20,596 (74.72%)* 


25,839 (30.23%)* 
17,313 (20.25%)* 
21,156 (24.75%)* 
64,308 (75.23%)* 


6,226 
3,860 
4,647 
14,733 
Net earnings from current operations... . 2,954 6,969 21,171 4,327 
Percentages of the foregoing earnings and 


expense items to total resources: 
Total earnings from current operations... 


Expenses: 
Salaries and wages 
Interest paid on gross deposits 
Other current expenses 
Total current expenses 


Net earnings from current operations... . 
Percentage of net earnings to capital funds 


* Percentage of ‘‘ Total earnings from current operations”. 
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ening and of practical value. They are 
presented here in tabulated form. 

It should be obvious how closely a 
survey of this type ties in with the 
budget idea. 

The results are separated into four 
divisions according to the size of the 
institutions whose figures were used to 
arrive at the averages. Put the figures 
you have for your bank along side of 
the figures in the chart which corre- 
spond to the size of your institution. At 
a glance you will be able to answer a 
number of questions that you, perhaps, 
have been asking yourself. You will see 
how the earnings or expenses of your 
bank compare with the average Kansas 
bank in the same size division. The sim- 
ilarities or differences which may or may 
not exist will be self-explanatory. 

It obviously should be borne in mind 
that the percentages shown are per- 
centages of aggregates, in which the 
figures for the larger banks in eath di- 
vision may have a statistical influence 
somewhat disproportionate to their 
number in comparison with the figures 
for smaller banks. This observation ap- 
plies particularly to the group of banks 
with resources of $1,000,000 and over, 
since this group includes a few banks 
which are much larger than most of the 
banks in the same group. 

The figures shown are for current 
operating earnings and current ex- 
penses, and do not include such items 
as recoveries or profits on securities 


RECEIPTS 
Actual, 


Preceding Year 


Analysis and service charges 

Checks returned 

Exchange 

Loan service fee 

Safe deposit rentals 

Commissions 

Trust department 

Interest on loans 

Interest on U.S. and exempt bonds. $ 
Interest on other securities and bonds $ 
Premium on bonds sold 

Recoveries 
Tellers—long................... 


sold, nor amounts charged off as losses 
or depreciation. The total resources and 
total capital funds (capital, surplus, 
undivided profits and reserves for con- 
tingencies) were arrived at by averaging 
these figures for the five call report dates 
from December 31, 1933, to December 
31, 1934. The figures are averages for 
the groups indicated, and include the 
figures of all Kansas banks which 
operated throughout the past year 
without participating in consolidations 
or other changes of sufficient importance 
to affect substantially the earnings and 
expenses. 

These reports are based on figures re- 
ceived from the Federal Reserve Bank 
of Kansas City and the Kansas Banking 
Department. The Kansas Bankers As- 
sociation suggests also the adoption of 
the budget form shown here, with varia- 
tions to fit specific cases. It is further 
suggested that banks adopt a monthly 
budget or report of receipts and dis- 
bursements, covering the same items. 

It is undoubtedly true that the 
smaller the bank the less thought its 
managing officers have given to the sub- 
ject of a budget. The importance, how- 
ever, of a systematic budget plan, re- 
gardless of the size of the institution, 
certainly cannot be over-estimated 
today. 

From a proper budget plan a bank 
can clearly and accurately visualize its 
earnings and its earnings sources in an 
intelligent and business-like manner. 


Suggested Bank Budget 


Budget 
for 


Current Year 
tenance 


Legal expense 


Organizations 

Miscellaneous. . 
Advertising. . . 
Donations .... 
Electric lights. 


TOTALS 


Salaries 

Stationery, printing, supplies....... $ 
Postage, shipping charges 

Insurance 

Telephone and telegraph 
Clearinghouse audit and examination $ 
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Losses 


Preferred stock dividend 


Tellers—short 


Travel and transportation 
Financial service and publications... $ 


Total operating expense........ 
Interest—Savings 
C8 
Public funds. 
Postal savings. . 
School and Xmas. 


The experience of banks which have 
operated on a budget such as the one 
described shows that budget estimates 
can be made very accurately. Every 
item can be estimated closely, and 
losses on investments and other items 
can be anticipated and figured. 

It should be obvious to every banker 
that with a budget he should be able to 
make an intelligent effort to increase 
the income of the bank and at the same 
time hold disbursements to the lowest 
possible reasonable level. 

The plan suggested by the Kansas 
Bankers Association and presented here 
need not be confined to Kansas banks, 
It is of such a general practical nature 
that it can furnish any banker, who 
desires to accept it, a definite measuring 
stick whereby he can tell at a glance the 
status of his bank—whether it is paying 
too much in salaries and wages (or too 
little) in proportion to its earning 
assets, paying too high an interest on 
gross deposits, or is “out of line” on 
some other one or more items. 

The banker of today definitely wants 
to be able to plan ahead. He wants to 
know where his bank stands at all 
times. He wants to know how much in- 
come he is going to have to obtain in 
order to show a profit from operations 
and he wants to plan in advance just 
where that income is going to come 
from. 

There is but one answer—strict ad- 
herence to a planned budget. 


Actual, 
Preceding Year 


Budget 
for 


Current Year 


Repairs, replacements and main- 
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The Service of Safekeeping 


customers unquestionably develops 

a real personal relationship be- 
tween an individual and his bank, and 
in the case of corporations or other 
banks it more firmly cements the ties of 
existing friendships. This service can 
rightfully be classed as a financial 
secretaryship to the customer, and it is 
therefore essential that accurate records 
be maintained and an efficient system 
used. 

Many such methods can be installed, 
the type depending on the personal 
opinion of the operating officer and the 
policy of the bank. Each, in its own 
way, furnishes the information upon 
which the department endeavors to 
see that the securities received or deliv- 
ered are in proper order, that dividends 
and interest are regularly collected, that 
called or matured securities are col- 
lected, that customers are advised of 
reorganizations or depositaryships of 
corporations in which they have invest- 
ments. The activity created by this 
service places a heavy responsibility 
upon the custodian, and often taxes 
the ingenuity of its officer to build a 
staff and a system to meet it. The first 
tule of every safekeeping department 
must be that no securities are to be 
delivered or received without the proper 
signed authority of the customer, or, if 
by cable or telegraph, that the proper 
test has been given. Without this rule, 
the safekeeping department is con- 
stantly in jeopardy. 

There are generally two ways in 
which a bank receives securities for the 
account of a customer—over the counter, 
or by mail. Against receipt of the 
securities, the bank will issue either a 
check or a receipt. Before the securities 
are permanently placed in the account 
of the customer, it is essential that the 
customer’s instructions be verified with 
the signature or authority file to deter- 
mine that the bank has the necessary 
authority to act. The security receiving 
teller must satisfy himself that the 
stock certificates or bonds are genuine; 
that the proper coupons are attached to 
the bonds; that stock certificates, if not 
in the customer’s name, are properly 
endorsed and witnessed, and that the 
signature is guaranteed by a bank or 
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oo safekeeping of securities for 


By WILLIAM J. WEIG 


Assistant Secretary, Guaranty Trust 
Company of New York 


broker; that the necessary transfer tax 
stamps are attached; that a due bill is 
received for declared dividends if the 
stock cannot be transferred before the 
record date. 

There are many ways in which the 
securities can be controlled from the 
time they are received by the security 
receiving teller. One is to have pre- 
numbered manifold forms attached to 
the securities and handed to a typist for 
preparation, or an unnumbered form 
can be used if the teller has a small 
prenumbered control slip for the pur- 
pose. At the end of each day the se- 
quence of these numbers must be 
verified and a proof effected with the 
vault. If an auditor is employed by the 
bank, a copy of the ticket should be 
given to him so that he may verify the 
accuracy of the day’s work. If no 
auditor is employed, it is advisable for 
another member of the department to 
make the verification. 


MANIFOLD FORM 


THE various copies of the manifold 
form should be distributed to the 
interested employees, the number of 
such copies depending entirely upon the 
size of the department and the system 
in use. Generally, the form is made up 
of an advice to the customer, a security 
bookkeeper’s copy, a vault deposit and 
auditor’s copy, and a departmental 
copy. The small department could 
easily use a form with no more than 
three parts. Each of the interested 
employees can then set up his respective 
records from the information contained 
on the receiving ticket. The security 


bookkeeper would make the posting in 
the customer’s account, which should 
be checked by another clerk to verify its 
correctness. From one of the other 
copies or from the security bookkeeper’s 
copy, the appropriate stencil plates are 
prepared, an impression of which is 
taken on cards and returned to the safe- 
keeping department. The cards, after 
being verified, are filed away according 
to security to form a file containing the 
names of all customers owning any 
particular investment. In those banks 
where the stencil machine is not used, 
the file can be set up by using the type- 
writer, or a copy of the ticket can be 
used provided not more than one secu- 
rity is recorded on one form.The stencil 
plates should be tabbed according to 
the months in which interest or divi- 
dends are to be collected. When these 
periods arrive, the stencil plates are 
used to prepare credit tickets for the 
customer’s account. In those banks 
where stencil machines are not used, it 
would be necessary to prepare these 
tickets either by hand or on the type- 
writer. 

The department should assure itself 
that all interest and dividends are col- 
lected when due. With dividends, it is 
more or less certain that the collection 
will be made because the check is re- 
ceived by mail from the company or the 
dividend disbursing agent. The collec- 
tion of interest is a different problem, 
inasmuch as it involves the cutting of 
coupons. To assist in the control of 
interest collections, it is advisable that 
the vault clerks, before filing coupon 
bonds, place around each a tab which 
protrudes above the edge of the bond, 
upon which is indicated the months in 
which coupons are due. Some time 
before the due date, depending upon 
the size of the department, the vault 


Adequate Fees 


**The cost of establishing an efficient and well organized 
safekeeping department is high in relation to other activities 
of the bank. To compensate the bank for this investment, it 
is necessary that adequate fees be charged so that a margin 
of profit will remain to cover the institution’s responsibilities 
and to establish reasonable reserves for contingencies”’ 
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Experienced Clerks 


‘‘Inadequate compensation will eventually force a bank to 

seek means to reduce its losses. The first remedy frequently 

is the replacement of high-salaried, specialized clerks by 

low-salaried, inexperienced clerks, rather than an increase 

in fees. This has proved to be a fallacy on countless occasions 

and banks should guard against it if they wish to preserve 
their reputations”’ 


clerks should go through the various 
accounts and withdraw those bonds 
with tabs indicating current coupon 
maturity. A copy of the credit ticket 
should be sent to the vault and there 
the coupons are detached for future 
collection. If bonds are on hand for 
which no credit tickets have been 
received, the item should be called to 
the attention of the safekeeping depart- 
ment; likewise, if credit tickets have 
been received for which no bonds can be 
located in the vault, this fact should 
also be reported to the department. 

It is advisable not to deliver detached 
coupons to the operating department, 
but rather to deposit them with the col- 
lection department of the bank, from 
which department a proper receipt 
should be secured. That department 
should be charged by the safekeeping 
department for the aggregate amount 
involved on the maturity date of the 
coupons. Ownership certificates for in- 
come tax purposes must be presented 
with the coupons. These ownership 
certificates can be made part of the form 
of the credit ticket, or can be prepared 
separately. The bank should secure the 
necessary authority from its customers 
so that it can act as agent and sign the 
certificates. Care must be exercised, in 
the preparation of ownership certifi- 
cates, so that the customer will not 
needlessly be disturbed by the Bureau of 
Internal Revenue because of an error 
made by the bank. 

The delivery of securities is of even 
greater importance than their receipt. 
Here also the customer’s instructions 
should be checked with the signature or 
authority file. When the securities are 
delivered to another bank or broker for 
payment, the delivery teller must 
ascertain that the stock certificates are 
in proper order, endorsed, witnessed, 
and the signatures guaranteed, and 
attach thereto the correct amount of 
Federal, and, where necessary, state 
transfer tax stamps. On bonds he must 
determine that the proper coupons are 
attached. 

When the delivery instructions of the 
customer are made to the order of a 
known individual or company, the safe- 
keeping department can consummate 
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the instructions without too much de- 
lay. However, when the delivery is to be 
made to someone unknown to the safe- 
keeping department, exceptional care is 
required to safeguard the customer’s 
property. In these cases it is advisable 
to contact the consignee and, if the 
delivery is against payment, request 
him to have a certified check ready for 
the amount when the securities are 
presented. If the securities are delivered 
against receipt to such an unknown 
person, even more care must be used 
than when delivery is against cash. In 
no case should the bank accept a receipt 
unless it can definitely assure itself that 
a proper authorized signature has been 
secured. The banks in the smaller com- 
munities do not often meet such a 
condition—perhaps not at all—but in 
the larger cities deliveries to unknown 
persons are frequently requested by the 
customer. On deliveries a manifold form 
can also be used but should be of a 
different color than the receiving form 
for the purpose of easy identification. 
The copies of the form are distributed 
and all records adjusted to reflect the 
delivery. 


*“TRREGULAR ITEMS” 


ONE duty in the safekeeping depart- 
ment causes an unusual amount of work 
and responsibility. This is the work 
occasioned by the so-called “irregular 
items” which originate in the safe- 
keeping accounts of individual executors 
and trustees. The department is often 
requested to effect transfers or deliveries 
on items of this kind, which require 
particular attention because of the 
necessity of attaching the proper papers. 
Many safekeeping departments have so 
trained their employees that they are 
able, in the main, to do this work with- 
out referring the items to counsel. In 
banks where specialized clerks are not 
available, it is advisable to refer such 
items to counsel if the customer has not 
done so. Such an arrangement is par- 
ticularly advisable if the bank forwards 
the.securities to a correspondent bank 
for completion of the transaction. Much 
time and effort can be saved by follow- 
ing this procedure, because correspond- 
ence is materially reduced between the 


two banks if the proper legal papets 
have been forwarded with the securities, 

Many statistical services aid in the 
efficient operation of a safekeeping de. 
partment. They cover a wide field and 
include information on bond interest 
payable; interest not being paid; div. 
dends declared, the record date and the 
amount; bonds called before maturity, 
bonds matured; reorganizations, syb- 
scriptions, recapitalizations, depositary- 
ships, receiverships ;and all other changes 
which are possible in the investments of 
the customer. If something of real inter. 
est or importance is to take place, the 
statistical services should be checked 
with the security file and the depart. 
ment should notify its customers who 
have investments affected. 

The centrally located banks fre- 
quently act as correspondents for banks 
in the outlying districts. To these 
institutions the local banks look for 
assistance and advice. Securities which 
they have sold for their customers, 
through brokers of the various stock 
exchanges, are forwarded to the cor- 
respondent banks with instructions to 
deliver against payment of a stated 
sum. Likewise, securities purchased are 
received and paid for by the correspond- 
ent bank. In addition, there are often 
transfers to be effected before the item 
is completed. 

In the correspondent banks this work 
is often made a part of the safekeeping 
department, but inasmuch as it is only 
of a temporary nature, it is not neces- 
sary to prepare such elaborate records 
as on a safekeeping account. However, 
the correspondent bank must protect 
and safeguard these securities with the 
same diligence used on safekeeping 
accounts. It frequently happens that 
the local bank keeps its securities in 
safekeeping with the centrally located 
bank and transacts a great deal of its 
business by telegraph. Often telegrams 
are despatched at the last moment to 
effect a delivery of securities before the 
close of the stock exchange brokerage 
offices. It is therefore necessary for the 
correspondent banks to have a staff of 
specialized employees who thoroughly 
understand the nature of this work. 

Where the safekeeping department 
is several floors above the vault, there 
is often barely enough time to take the 
elevator to the vault and withdraw the 
securities. This situation has been 
helped to some extent by running 
pneumatic tubes between the depart- 
ment and the vault. The installation 
does affect the operating cost, but when 
its services are considered, it proves 4 
worthwhile investment for the depart- 
ment. 
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HAT Recordak has done 
for other banks, it can 
do for yours. This modern 
photographic accounting sys- 
tem has made real net savings 
in operating costs...has in- 
creased accuracy, efficiency 
and safety in many banks. 
Hundreds of banks have 
saved up to 45% in their per 
item costs...saved 50 in sup- 
plies...90% in storage space. 
Let us show you what Rec- 
ordak can do in your bank... 
the savings it can make. 
Recordak Corporation (sub- 
sidiary of Eastman Kodak 
Company), 350 Madison 
Avenue, New York City. 


RECORDAK 
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LIBERTY BANK OF BUFFALO—BUFFALO, N. Y. 
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Advertising 


(CONTINUED FROM PAGE 30) 


advertise. Get the name of your bank 
up on a lot of billboards so that every- 
body will have your bank in mind.’” 

This develops an argument as to the 
kind of message that should be put on 
billboards. 

No. 7 has been sitting with his chin 
in his hands saying nothing, and the 
president, turning to him, asks “Frank, 
what do you think?” 

“T’ve been listening to this argument 
with a great deal of interest. As I re- 
member it, the same kind of argument 
has come up every time we’ve discussed 
advertising for this bank. It occurs to 
me that when we get into an advertising 
meeting, we become a bunch of adver- 
tising experts. We all have our own 
notions about what should be done, 
and we are all so positive in our own 
opinions that nobody can tell us any- 
thing. Isn’t it time that we, as bank 
directors, stop being advertising ex- 
perts? When we need legal advice we 
call in our attorneys. We never assume 
to know all about law. I wonder if we 
qualify as advertising experts.” 

“But,” puts in one of the others, “we 
had an advertising expert in here and he 
didn’t seem to know exactly what to 
do.” 

“Ves,” returns No. 7. “We have had 
several advertising men in and in- 
variably they try to find out what most 
of us want and then agree with us. 
Personally, I wish we could consider the 
advertising of this bank from some 
standpoint other than just selfish 
motives, or from our inadequate adver- 
tising viewpoint.” 


“SOMETHING TO BUY” 


ABOUT that time No. 8 speaks up. 
“Mr. President, I should like to ask a 
question. Why do we, as a bank, have to 
follow the lines of commercial advertis- 
ing? As I see it, we have nothing to sell 
that the other banks don’t have. They 
offer the same amount of interest on 
savings as we do. Their officers are just 
as polite as ours. Their service is just as 
efficient. They would lend a deserving 
man $1,000 with just as many smiles as 
we would. Their deposits are guaran- 
teed as ours are. Therefore, if we are 
really honest about it we find we have 
nothing different to sell. 

“But it seems to me there is a view- 
point we have overlooked. We do have 
something to buy. Did you ever stop to 
realize that this bank is extremely 
fortunate? We have a board of directors 
here who are seasoned, capable business 
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men. We know a good business loan 
when we see it. We have at the head of 
our bank a man who understands bank- 
ing to a degree that no other bank 
president in the town does. 

“From that standpoint, gentlemen, 
we are in a better position to gear 
ourselves to the future development of 
this community than any other bank in 
the city. With that kind of a situation it 
seems to me we are in a position to buy 
instead of sell. Therefore, let’s look at 
our advertising this way: 

“What do we want the people of our 
city to think of us five years from now? 
Let’s determine that and I think the 
answer will determine our advertising. 
It is nothing short of silly to brag about 
the things every other bank in the city 
has, but we can build ourselves into a 
unique place in the public consciousness 
during the next five years. Do you 
realize, gentlemen, that we are in an 
enviable position to contribute to the 
true growth of this city during the 
recovery period ahead? And I believe it 
would be a shame if we didn’t make 
capital of our favorable situation. So 
instead of holding a meeting today to 
discuss inadequate advertising opinions 
and inadequate competitive selling 
points, let’s determine a cause which 


**Maybe What 

We Need is a 

Few Sanctions 
Ourselves’’ 


will add to our prestige and power dur. 
ing every one of the coming five or 10 
years. Let’s determine today just what 
we want the public to think of us at the 
end of that time. Then let’s get some 
able advertising men in and tell them 
what we want and let them advise ys 
how to grow toward that public esteem, 
We have a progressive bank here, care. 
fully managed, and no bank could offer 
a community more.” 

“This is an entirely different view of 
bank advertising,” the president says, 
“Mr. Brown has urged that we go out 
to buy something rather than sell some- 
thing. As I see it, in the buying of the 
good opinion of the public, we are actu- 
ally selling the advantages of this bank. 
But we are selling our advantages rather 
than selling service. I would suggest that 
you directors go home tonight, think 
this over, and come back to the next 
meeting equipped to think in terms of 
the bigger promotional job this bank 
can do rather than just what we have 
discussed in the past.” 

While the above analysis would not 
fit every bank, there is within every 
bank some such story to be found. Let 
directors ask: ‘‘Why do we deserve to 
succeed?” Then let them find ways to 
tell the public about it. 


Hey STOP tar 
ORWE WONT SELL YOU 
ANY GASOLINE 


“DING” IN THE NEW YORK HERALD TRIBUNE 
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CHASE 
Service to Correspondent Banks 


CREDIT INFORMATION 


TIMELINEss, accuracy, experience and the widest 
possible range of reliable contacts are essentials of 


dependable credit information. 


Because it is outstanding in these respects, the 
Chase Credit Department has for many years been 
used by its banking correspondents as a source of 


credit information. 


From its ofhces, correspondents and representatives 
all over the world, the Chase continually gathers 
up-to-date information on the business and finan- 


cial status of banks, corporations and individuals. 


Correspondents consult the Chase Credit 
Department daily, both for current credit data 


and for prompt checkings on commercial paper. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


January 1936 
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CALENDAR 


The Spring Meeting 


E 1936 Spring Meeting of the 
Executive Council, American Bank- 
ers Association, will be held at the 

Homestead, Hot Springs, Virginia, 
April 27-29 inclusive. 

In Association affairs this meeting is 
second in importance and authority only 
to the Annual Convention held in the 
Fall, and is usually attended by about 
300 bankers and members of their 
families from all parts of the United 
States. 


Mid-Winter Trust 


Conference 


THE 17th annual Mid-Winter Con- 
ference of the Trust Division, American 
Bankers Association, will be held at the 
Waldorf-Astoria Hotel, New York City, 
February 11, 12 and 13, 1936. M. P. 
Callaway, vice-president, Guaranty 
Trust Company of New York is Presi- 
dent of the Division. 

Plans for the Conference call for three 
formal sessions, two informal sessions 
and two informal discussion meetings. 
The formal sessions will be held on the 
morning of each day of the meeting. 
Tuesday afternoon, February 11, and 
Wednesday afternoon, February 12, will 
be devoted to informal discussions. The 
annual banquet, concluding the con- 
ference, takes place on the evening of 
February 13. 

A program is in preparation for the 
meetings covering current trends in 
trust service and the many problems 
that now confront trust business, and 
arrangements are being made for out- 
standing speakers to discuss the various 
topics. 


Association Objectives 


SOME of the objectives of the Ameri- 
can Bankers Association were outlined 
by President Robert V. Fleming in a 
luncheon address to the Chamber of 
Commerce of the State of New York at 
New York City on December 5. 

“Tt shall be one of the policies of my 
administration,” Mr. Fleming said, “to 
take a constructive attitude and support 
all measures which we believe to be 
economically sound and conducive to 
recovery and the stability of the coun- 
try; on the other hand, we believe it is 
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At the New Orleans Convention, David 
M. Auch, secretary of the Ohio State 
Bankers Association, was elected Presi- 
dent of the State Secretaries Section, 
American Bankers Association 


equally constructive to oppose such 
proposals as we consider unsound and 
contrary to the traditions of America.” 

Mr. Fleming called attention to the 
series of Regional Conferences on 
Banking Service, to be held under 
Association sponsorship in strategic 
sections of the country during the com- 
ing year. He also discussed the problems 
of forestalling “unwarranted issuance 
of bank charters”, taxation, and the 
resumption of private banking activity 
in fields where Government agencies 
have been active. 

At the Regional Conferences, Mr. 
Fleming explained, the new banking 
laws and the regulations issued there- 
under will be analyzed “so that our 
members will have a thorough under- 
standing of the broadened services now 
made possible.”’ The question of public 
relations and how banks can best serve 
their communities will be discussed, and 
clinics or forums will be held on specific 
questions of interest to bankers. 

One problem giving bankers much 
concern, Mr. Fleming said, was “the 
fear that as the country emerges from 
the depression we shall again face the 
evil of promiscuous chartering of banks,” 
a matter as important to business inter- 
ests as to the banks themselves. 

“During a time of depression,” he 


pointed out, “there is not a great 
demand for new banks. It is a period of 
returning prosperity that gives us great 
concern. Business is much better jn 
many sections of the country and once 
again we are apt to have an undue 
clamoring for more banks.” 

Mr. Fleming assured his audience 
that ‘“‘as an association we are exercis- 
ing every power we possess to forestall 
unwarranted issuance of bank charters,” 

On the question of taxes, Mr. Flem- 
ing asserted that while a large propor- 
tion of the increase in the burden had 
been caused by efforts to relieve mis- 
fortune and human suffering, “our 
people must recognize that there are 
limits to the extent to which the public 
debt can be allowed to mount if we are 
to keep our economic structure sound.” 

Asserting that the Banking Act of 
1935 was a constructive law, affording 
bankers broader opportunities for serv- 
ice and giving the nation desirable 
safeguards against a repetition of dis- 
astrous occurrences, Mr. Fleming said 
he believed “that if we had had the 
machinery now available, and it had 
been utilized, the inflation in the stock 
market, which reached such top-heavy 
proportions in the Fall of 1929, could 
have been prevented.” President Flem- 
ing said, however, that he did not wish 
to create the impression that the present 
safeguards constituted “a complete 
control and a guarantee against recur- 
rences of the unfortunate happenings of 
the past.” 

“Tt may be that they are entirely 
adequate to cope with the problems of 
inflation or deflation by themselves, but 
economic forces, which are beyond our 
present vision, may develop the need 
for additional machinery from time to 
time. However, I do think the law as it 
now stands gives us the best machinery 
we have yet been able to devise to cope 
with conditions such as have been 
presented to date.” 


Eastern Savings 
Conference 


THE annual Eastern Savings Confer- 
ence, sponsored by the Savings Divi- 
sion, American Bankers Association, 
will be held at the Waldorf-Astoria, 
New York City, March 5 and 6, 1936, 
it is announced (CONTINUED ON PAGE 50) 
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THIS MERCHANT 

HAD EVERY ITEM IN STOCK COVERED BY 
INSURANCE, YET COULD ONLY RECOVER 
ONE-THIRD OF HIS LOSS. WHY? 


SEE ANSWER 2 


ONE MERCHANT WAS FORCED TO TAKE ALOSS ON HIS MER- 


CHANDISE AFTER 


CUSTOMERS WHO COULD PAY. WHY? 


Baffling business hazards... 
and how to safeguard against them 


Record Assurance is the new science of ap- 
praising the value of your records or docu- 
ments, then assuring yourself against their 
loss or damage. 


For example: Suppose you were the mer- 
chant above, with a normal inventory, 
thoroughly protected by insurance. Day by 
day you sell part of that inventory, deliver 
the merchandise to your customers, make 
arecord of the sale. 


Consider what has happened. Your in- 
surance coverage on that merchandise 
ended when you made the sale. In return 
you have a piece of paper from which you 
can collect your claim. But while your in- 
surance on the merchandise was safe and 
adequate, nine times out of ten your assur- 


OK: if from 


Remington Rand 


January 1936 


ance on that piece of paper is woefully 
neglected. A risk no business should take. 


This is but one of the strange oversights 
which the Science of Record Assurance un- 
covers. For anyone who pays an income 
tax, who has accounts receivable, inven- 
tories, original documents,—the pieces of 
paper they represent should be as fully 
protected as the merchandise itself. 


Get the full story of Record Assurance 
today. A timely recommendation to one of 
your clients may well save him—and your 
bank—thousands of dollars. Write and ask 
us for specimen policy. Or phone the Rem- 
ington Rand man for sim- 
ple 10-minute explanation. 


WRITE FOR 
SPECIMEN 
POLICY 


IT HAD BEEN SOLD AND DELIVERED TO 
SEE ANSWER 1 


WHY DO BUSINESS MEN 
TRUST VALUABLE PAPERS 


IN CONTAINERS LIKE 
SEE ANSWER 3 


THESE? 


TO STRANGE 


ANSWERS OVERSIGHTS 


ANSWER 1. After the merchandise had 
been delivered to his customers’ homes, 
this merchant lost his charge sales record. 
Since his insurance on his merchandise 
had stopped when it was delivered to his 
customers and he could not prove who 
owed him the money for the goods, he 
could not collect. 


ANSWER 2, The merchant had complete 
coverage on his physical property but 
could not show complete proof of his 
loss because his records were destroyed. 


ANSWER 3. Until Record Assurance was 
developed there was no scientific way 
of appraising actual value of different 
papers. Even when executives believed 
them protected, equipment was often ob- 
solete. These practises have been stopped 
in many cases through the purchase of 
Record Assurance. 


REMINGTON RAND INC. 
Dpt. 51 BUFFALO, N. Y. 


Without obligation, please send me specimen Record Assur- 
ance policy and tell me how to appraise values of records. 
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(CONTINUED FROM PAGE 48) 

by Philip A. Benson, President of the 
Division and president of the Dime 
Savings Bank of Brooklyn. In addition 
to the banquet on the evening of Thurs- 
day, March 5, and two luncheon meet- 
ings, four formal sessions will be held, 
two on Thursday, March 5, and two on 
Friday, March 6. 

As usual, the address at the banquet 
will cover a subject of national impor- 
tance. The addresses at the luncheons 
are always on subjects of pertinent cur- 
rent interest. Among outstanding mat- 
ters at the present time, to be included 
on the program, are those of railroad 
reorganizations, mortgage loans, mu- 
nicipal, state and Federal indebtedness, 
development of personal loan depart- 
ments, and the competition now facing 
savings banks through outside financial 
agencies. Others have to do with revis- 
ing legal lists in states where savings 
banks are restricted to such investments, 
and developing new credit services in 
other states. 

After several years of decreased sav- 
ings deposits in banks, the last year 
showed a decided upturn. The increased 
interest evinced by people generally in 
savings, and the changed conditions 
confronting savings banks, give assur- 
ance of forward looking programs in 
savings banking for the coming year. 

States included in the conference area 
are Connecticut, Delaware, District of 
Columbia, Maine, Maryland, Massa- 
chusetts, New Hampshire, New Jersey, 
New York, Pennsylvania, Rhode Island, 
Vermont, Virginia and West Virginia. 


CONVENTIONS 


A.B.A. Meetings 


Jan. 23-24 Eastern Conference on Banking 
Service, Bellevue-Stratford Hotel, 
Philadelphia, Pennsylvania 
Mid-Winter Conference of Trust 
Division, Waldorf-Astoria Hotel, 
New York, N. Y. 

Eastern Savings Conference, Wal- 
dorf-Astoria Hotel, New York, 
N.Y. 

Spring Meeting of Executive 
Council, The Homestead, Hot 
Springs, Virginia 


Feb. 11-13 


Mar. 5-6 


Apr. 27-29 


State Associations 


New York Bankers Association, 
Mid-Winter Meeting, Federal 
Reserve Bank, New York 

South Carolina Bankers Associa- 
tion, on shipboard; sailing April 
16 from Charleston for 5 days, 
with one day in Havana 

Kansas and Missouri Bankers 
Associations (joint convention), 
Kansas City, Missouri 


Jan. 27 


Apr. 16-20 


May 46 


May 7-8 Oklahoma Bankers Association, 
Mayo Hotel, Tulsa 

Mississippi Bankers Association 
Texas Bankers Association, Hotel 
Rice, Houston 

South Dakota Bankers Associa- 
tion, Aberdeen 

Illinois Bankers Association, St. 
Louis, Missouri 

Colorado Bankers Association, 
Glenwood Springs 


May 12-13 
May 19-21 


May 20-21 
May 25-27 


June 19-20 


Other Groups 


Fourth International Heating and 
Ventilating Exposition, Chicago, 
Illinois 

Reserve City Bankers, Edgewater 
Gulf Hotel, Biloxi, Mississippi 
National Association of Mutual 
Savings Banks, Hotel Traymore, 
Atlantic City, New Jersey 


Jan. 27-31 


Apr. 20-22 


May 13-15 


Preparing F.H.A. 


Applications 


@ its efforts to help customers obtain 
new homes under the F.H.A. plan, 
The Commercial National Bank of 
Demopolis, Alabama, assists in the pur- 
chase of lots, furnishes sample house 
plans and prepares applications. Up to 
the time this article was written the bank 
had not had a single F.H.A. application 
rejected for insurance. It realizes that 
definite, accurate and complete infor- 
mation must be contained in the appli- 
cation if commitments are to be had 
without delay. 

From the application, together with 
the specification schedule, valuator’s 
report and house plans, the F.H.A. must 
visualize the completed house and de- 
termine whether the investment is 
sound and the paper eligible for insur- 
ance. The credit standing of the mort- 
gagor is investigated and the personal 
history statement is carefully studied 
before a loan is accepted for insurance. 

The lending institution must estab- 
lish that the mortgage offered is free 
and clear. The importance of this task 
imposed upon the mortgagee is indi- 
cated in Exhibit A under the heading 
“Qutstanding Liens” on the F.H.A. 
blank. It follows that the lending insti- 
tution must first request delivery of an 
abstract on the property before the ap- 
plication is made out. There are many 
advantages in having the abstract at 
hand, although many institutions do 
not call for the document until the com- 
mitment has been received. 


While we employ the bank’s attorney 
for certification of the title, a prelimj- 
nary examination of the abstract by an 
officer of the bank will eliminate much 
of the detail work of clearing the title 
and also indicate the value of the prop- 
erty. We check the abstract to certify 
the amount of the outstanding mort- 
gage and compute the interest. If there 
are any special assessments against the 
property the amounts of such liens are 
listed on the settlement sheet to be 
cleared before our mortgage is executed, 
In this connection we obtain additional 
pages of the abstract after such claims 
are satisfied and our mortgage is the 
last paper recorded. We contact or write 
the proper taxing authorities to deter- 
mine that there are no delinquent taxes 
and request customers to deliver to us 
their last tax receipt on the real estate, 

Since loan customers invariably ask 
the amount of cash they must have to 
discharge the outstanding liens, special 
assessments, legal costs and insurance, 
it is best to make out the settlement 
sheet at this stage. In the case of new 
construction, it must, of course, be as- 
sumed that the cost of the home has 
been decided upon. 

The bank must compute the monthly 
payments of principle and interest from 
the factor furnished in the F.H.A. 
amortization schedule. The taxes may 
have to be estimated if the application 
covers new construction; and it is neces- 
sary that bankers know how to esti- 
mate the cost of insurance. We have de- 
termined that the cost of title research 
shall not exceed $25 and we charge cus- 
tomers actual cost, which is at timesless 
than this amount. We do not make a 
charge for the legal work done by our 
attorney in drawing up the mortgage 
and note and certifying the title. The 
initial service fee is optional with the 
lending institution, and although some 
banks charge for making applications, 
other institutions are doing this work 
for customers free of cost. Under F.H.A. 
regulations the mortgagee may charge 
the mortgagor an initial service fee to 
reimburse itself for the cost of closing 
the transaction. The charge shall not 
exceed 1 per cent of the original prin- 
ciple amount of the mortgage covering 
existing construction, and not more 
than 2% per cent on new construc- 
tion. 

Since the F.H.A. passes upon the ap- 
plicant’s credit, values the property, 
inspects new construction and actually 
supervises the building of new homes, 
the lending institution has the one re- 
sponsibility of clearing the title on the 
property before the loan is made. 

GeorGE R. SMITH 
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THREE BANKS 
WANTED TO MAKE THIS LOAN 


(A Field-Warehouse-Minded One Got It) 


Added to Safety, eligibility for rediscount, flexibility, and the self-liquidat- 
ing element of loans based on field warehouse receipts, Lawrence System 
offers the QUICK means of securing and procuring loans that demand action. 


While three banks were running down titles 
and descriptions on various properties, with 
the idea of mortgaging to secure a large loan 
toa Western manufacturer, one found that the 
time required to investigate the real estate 


was going to overlap the date on 
which the manufacturer had to 
have the money or suffer serious 
forfeits. This latter bank of- 
fered to base the loan on part 
of the manufacturer’s inventory 
and called us in to install the 
Lawrence System of Field Ware- 
housing. 

We issued negotiable warehouse 
receipts against the commodities 
right where they were, (in the 
plant) beating the banks’ real 
estate departments in this in- 
stance by nearly two weeks. The 
loan is perfectly secure, is self- 


previously. 


Plant Inventories 

We Have Field Warehoused 
Canned Goods . . . At the Canneries 
Dried Fruit . . . . At Packing Plants 
In Brine Tanks 
At Dealers and Mills 
In the Booms 
Petroleum. . In Field Storage Tanks 
In Mill Yards 
Groceries . . . . At the Wholesalers 
Airplanes . . Where They Are Made 
At Tanneries 
In Elevators 
On Coal Docks 
In Brewery Vats 
In Aging Tanks 


Plus Scores of Other Products 
Stored in Factory Rooms, Bins, 
Vats, Tanks, Yards, Docks, etc. 


liquidating, and the resourceful bank that 
made it is going to have a whole customer 
from now on, where it had only part of one 


We furnish you herewith an interesting but 


only partial list of the hundreds 
of commodities and conditions 
under which we issue warehouse 
receipts. Almost any raw mate- 
rial or finished product can be 
used to secure advances perfectly 
through the Lawrence System. 
This includes not only rapidly 
turning inventories, but those in 
which the items are unbelievably 
numerous. 


Let us advise you, without 
charge, as to the adaptability 
of field warehousing in any in- 
stance where you contemplate a 
loan to a borrower whose inven- 
tory is large enough to secure it. 


Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN'S ASSOCIATION—SINCE 1916 


JAWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 
Dillingham Transportation Bldg. 


SAN FRANCISCO 
37 Drumm St. 


DALLAS 
Santa Fe Bidg. 


CHICAGO BUFFALO 
One North LoSalle Liberty Bank Bldg. 


SPOKANE, WASH. HOUSTON 
155 S. Stevens Second National Bank Bldg. 


NEW YORK 
52 Wall Street 


PORTLAND, ORE. 
U. S. National Bank Bldg. 


“CERTIFIED’’ ON CHECKS... “LAWRENCE” ON WAREHOUSE RECEIPTS 
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STUDYING THE 
Why in Blazes 


IRM fire-prevention engineers view many experimental 
fires for educational purposes... in their constant efforts 
to eliminate hazards that make properties poor risks. 
The results of their research lessen the chances of fire 
and loss due to interruption, or complete stoppage of 
business. 


A thorough inspection is the rule before IRM will issue 
the necessary coverage. Continued inspections there- 
after maintain IRM standards, which have resulted in a 
25% dividend to policyholders on their annual premiums 


since this group was organized fourteen years ago. 


We shall be glad to send you on request our booklet 
outlining the specific ways in which IRM fire coverage 
will prove profitable to you. 


IMPROVED RISK MUTUALS 


75 FULTON STREET, NEW YORK 


The IRM Group is made up of fifteen legal reserve compa- 
nies averaging more than forty years of underwriting 
experience. It writes the following types of insurance: 
Fire @ SprinklerLeakage ® Useand Occupancy ® Tornado 
and Windstorm ® Earthquake @ Rents @ Commissions 
and Profits @ Riot and Civil Commotion @ Inland Marine. 


Selling on the 


WE are all familiar with the classic 
example of shrewd merchandising 
whereby a merchant increased the 
traffic (and sales) in his store by elimi- 
nating the doorstep which he found was 
the mental hazard at his entrance. 

Bankers have been criticized for 
allegedly poor merchandising methods, 
by observers who compare the banking 
business with that of the average mer- 
chant or business man. 

Some banks have gone far in the 
direction of thorough merchandising, 
they admit, by placing branches at stra- 
tegic and convenient locations through- 
out the communities they serve. But, 
they say, unlike the department store 
operator, the banker has failed to 
feature those departments which are 
the most profitable and, hence, should 
be merchandised most aggressively. 

The savings department, they say, 
which is traditionally the department 
with the widest public appeal and is 
most advertised, is really an expense 
department because on savings deposits 
the banker has to pay interest, while the 
lending departments, which are seldom 
featured (except in times like these), 
have been underplayed, although they 
are the departments from which the 
banker receives interest and makes most 
of his profits. 

Deposits are the banker’s stock in 
trade. He pays for the use of them and 
lends them. From the interest received 
on loans he pays his expenses and makes 
his profit. But unlike the department 
store, the banker usually uses his dis- 
play windows and his main floor for his 
“buyers” to serve the public, while 
usually tucking away his “selling”, or 
loan departments, in a remote place, 
perhaps on an upstairs floor. 

Now there may be some validity in 
these criticisms, although the bank is 
not the only business that advertises 
“‘Wanted—To Buy.” But at most times 
it is a fact that would-be borrowers 
do not have to be sought out or stimu- 
lated, while would-be depositors require 
a good deal of salesmanship to be 
persuaded to do the thing that is in 
their own interest. 

However, as a result of the depression, 
bankers have had to rack their brains 
not only for new labor- and time-saving 
short cuts, but also for new or improved 
profitable services to take up the slack 
of reduced earnings due to lower inter- 
est rates, diminished business borrow- 
ings and other symptoms of business 
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Main Floor 


By I. I. SPERLING 


Assistant Vice-President, Cleveland 
Trust Company 


curtailment. There is a growing interest, 
for example, in many banks throughout 
the country, in personal loan depart- 
ments and in automobile financing. 
Home loans are widely sought, stimu- 
lated undoubtedly by the activity of the 
Federal Housing Administration in 
encouraging modernization credits (usu- 
ally handled on a commercial loan 
basis), and insured mortgage loans. This 
has drawn the attention of a wider 
public, for the first time, to hitherto 
unheralded and unsung departments, 
until now usually associated with big 
business—the commercial, collateral 
and real estate loan departments. 

Because people who are getting 
F.H.A. loans are called upon to make 
periodic payments, many banks are for 
the first time bringing their loan, or 
earning, departments out into the front 
of the bank where such payments can 
be made conveniently and with a 
minimum of time and effort. 

The Cleveland Trust Company, for 
example, is remodeling its main office 
headquarters and consolidating all those 
departments which have to do with real 
estate, in one section, on the first and 
second floors. Regular tellers’ windows 
are being placed on the ground floor for 
the convenience of those making pay- 
ments on their loans, while the rental, 
teal estate loan application, escrow, 
appraisal and other allied departments 
are located on the first and second floors. 

In fact, the commercial and collateral 
loan departments of this institution 
have long been located on the street 
level floor of the main office. But until 
now, the real estate financing depart- 
ment has been tucked away on the third 
floor. 

Undoubtedly this question of proper 
merchandising and relative profit per- 
spective of various banking departments 
applies chiefly to the large city institu- 
tions. I am not suggesting that the city. 
bank put all its receiving tellers on the 
upper floors of the building while 
devoting the entire main floor to the 
lending departments. But a propor- 
tionately larger part of its main floor 
space devoted to loan activities and an 
increase in the scope of loan services 
might well have a beneficial effect on 
the bank’s earning statement. 
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Can YOU “PLUG IN” 
ANYWHERE IN NEW YORK STATE 


and get your 
business facts 


@ There is always a wealth of statistical information about any market 
as large as New York State. But can you always get detailed news about 
a specific business happening in this area while it is still news? Can you 
get it first-hand from authoritative sources? 

The 20 Marine Midland banks are proving most helpful in this respect 
to a great many concerns. These 20 banks have 78 offices in 28 New 
York State communities. They are in constant touch with business in 
the area they serve. The facilities of all these banks are available to 


Marine Midland customers. 


MARINE MIDLAND BANKS 


Write Marine Trust Company, Buffalo, N. Y. or Marine 
Midland Trust Company, New York City to learn how you 
can profit by the services of these banks. 


sic 
e 
ras 
for 
ds, 
er- 
h 
= 
is 
\ 
st 
n 
d 
d 
t 
r 
53 


Savings Accounts As Investments 


Banking Act which prohibits the 

payment of interest on demand 
deposits, the practice of commercial 
banks in allowing immediate withdraw- 
als of savings account balances, while at 
the same time crediting interest to 
them, presents an inconsistency. 

Of course, most banks do not credit 
savings accounts with interest except 
on specified dates, and then only on 
such amounts as have been left with 


Sans passage of that section of the 


1863 


them for a period of months. But essen- 
tially that does not change the situation. 
So long as savings account balances are 
subject to immediate withdrawal they 
are obviously demand deposits, regard- 
less of whether they are carried on 
savings or commercial account ledgers. 
And, so long as the savings depositor 
can come into the bank at any time and 
get his money, the bank must observe 
the same rules of liquidity in his case as 
in that of the commercial depositor. 


1936 


‘hee accumulated experi- 


ence of The First National 
Bank of Chicago covers more 


than seventy years. 


The 


Divisional Organization since 
1905 has developed direct 
contacts between officers of 
the bank and its customers. 


Correspondent banks have 
found the relationships 


under the plan both pleasant 
and profitable. 


The First National 
Bank of Chicago 


Charter Number Eight 


A few banks scattered about the 
country have announced to their say. 
ings department customers that, if they 
wish to receive interest on their bal- 
ances, they must agree to give the bank 
90 days’ notice prior to making a with- 
drawal. The advantages of such regula- 
tions from the standpoint of bank 
investment policy are not subject to 
dispute. Under them it becomes pos- 
sible to shift a part of savings account 
reserves to longer term paper than js 
advisable under the demand system. 

In turn this should make for earnings 
sufficiently large to warrant the pay- 
ment of interest to depositors. Also, such 
a system is insurance against bank runs 
and, perhaps more important than all 
other considerations, it reclassifies say- 
ings in the public mind. Placing savings 
generally on a time withdrawal basis 
takes them out of the category of bank 
deposits and converts them into invest- 
ments. When they are classed as the 
former the public thinks of them as 
quick assets, which they are not. 


4 QUESTIONS 


BUT if savings accounts are to be 
moved definitely into the class of invest- 
ments, even a 90-day waiting period is 
too short a time, and with that in mind 
this writer recently interviewed a dozen 
bank executives in widely scattered 
sections on this general subject, with 
the following questions as a basis for 
discussion: 

}. 1. If you could demand a 6 months’ 
notice of withdrawal before paying out 
any savings account balance would you 
be able to pay 2 per cent on your savings 
business and still make money? 

2. Do you think that the resultant 
shift in investment policies would 
benefit the community? 

3. What do you think the public’s 
reaction would be? 

4. Should depositors be allowed to 
withdraw small amounts on demand, in 
case of emergency? 

Allof the bankers interviewed thought 
that a 2 per cent rate under such condi- 
tions would be possible. Some qualified 
this by pointing out that earnings would 
increase only slowly and that 2 per cent 
would be too much at first. However, 
others felt that eventually as much as 3 
per cent could be paid. Nearly all indi- 
cated that the funds thus released from 
demand deposit requirements would 
tend to flow toward the mortgage mar- 
ket and that this would help their indi- 
vidual communities, in that it would 
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By JOHN FARNHAM 


provide a local reservoir of long term 
credit. 

Surprisingly, a majority of the bank- 
ers felt that the public’s reaction would 
be favorable, if the subject was properly 
explained. Some deposits would be lost 
but others would be gained. In general 
it was felt that the public would be glad 
to forego the demand privilege, if by so 
doing it was able to get a higher rate of 
return. 

As to the fourth question, relative to 
allowing withdrawals of small amounts 
in cases of emergency, there seemed to 
be a feeling that this would lead to 
misunderstandings. A better method, 
one banker suggested, would be to 
refuse to allow withdrawals, but, in case 
a customer was in need, to have him 
discuss the matter with an officer of the 
bank. If the need was definitely estab- 
lished, a loan could be arranged on a 
6 months’ basis at the rate of interest 
paid in the savings department. 

In most cases the rural banks inter- 
viewed showed a greater degree of 
interest in some such system than did 
the metropolitan institutions. The latter 
in several instances expressed the view 
that savings departments had no legiti- 
mate place in a commercial bank and 
that ways should be devised to abandon 
them rather than to fix them in a per- 
manent investment form. But in the 
country it was felt the higher rate of 
interest, which presumably could be 
paid by inaugurating long notice ac- 
counts, would have a tendency to draw 
money from the postal savings system. 
This in itself was considered a matter of 
the highest importance. 

Also, in the case of rural banks, the 
earnings angle was of more importance. 
One banker proceeded immediately to 
the following calculation: 


Present savings deposits, $200,000 
Estimated earnings at 2%4% 

Interest paid at 2% 

Balance for overhead and surplus. . . 


Estimated deposits on 6 months 
withdrawal basis, $150,000 

Estimated earnings at 4% 

Interest paid at 3% 

Balance for overhead and surplus. . . 


The possible increased earnings would 
equal 2 per cent on the bank’s capital 
stock, after allowing the payment of an 
additional 1 per cent on the savings 
balances. This banker said that possibly 
his figures would not look the same on 
closer examination, but that, if they 
did, he thought he would try to make 
them work in practice. 
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A HUNDRED checks in 
the morning’s mail mean to 
the merchant and business 
man a hundred bills paid— 
each with its percentage of 
profit. 


But to you, the banker, 
these same items mean a 
hundred more checks to 
collect — each with its per- 
centage of expense. 


Decrease the cost to your- 
selves and increase the 
profit to your customer 
by taking advantage of 
our unexcelled collection 
facilities. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 


Member of the Federal Deposit Insurance 
Corporation 
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SoME of the current problems of 
Canadian banking institutions were 
touched on by officers of the Bank of 
Montreal in addressing the 1935 annual 
stockholders’ meeting, held in De- 
cember. 

Discussing operations of the bank, 
Sir Charles Gordon, president, said 
profits might be considered satisfactory 
in view of the extraordinary conditions 
that had affected banking during the 
year. Earnings, he said, were feeling the 


effect of the transfer to the Bank of 
Canada of functions formerly exercised 
by the commercial banks. They were 
also being influenced by the lower rate 
of interest on high-grade securities in 
which the bank had had to employ a 
larger proportion of its assets, owing to 
the lack of demand for commercial 
loans. 

Jackson Dodds, joint general man- 
ager of the bank with W. A. Bog, also 
referred to the continued slackness in 


BUT JAIL DID NOT BALANCE THE BOOKS 
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Employed for 32 years, it seemed incredible that John R. should suddenly 
turn embezzler—but he did—and went to jail. Trusted and respected, an- 
other peculator left a trail of defalcations behind him of which more than 
$45,000 was uninsured. He too went to jail. (Both cases are typical of the 


many in our claim files.) 


Jail itself will never balance the accounts of the embezzler’s victim; and 
while it is true that no bank is without Fidelity Bond protection, it is also 
true that hundreds of claims show heavy excess losses due to inade- 


quate coverage. 


“Minor” risks often cause major losses. ADEQUATE protection is essential. 
Think of it! All the premiums for additional FULL protection may total an 
insignificant fraction of a single heavy loss. A constructive survey of your 
present coverage will be made, through any National Surety representa- 
tive, without any commitment on your part. 


There are National Surety representatives everywhere. 


Each is a specialist in 


Fidelity. Surety. Forgery and Burglary protection, thoroughly equipped to serve you. 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 


Canadian Banking 


commercial loans and criticized Cana. 
dian borrowers of foreign funds. 

“Some Canadian borrowers,” he as. 
serted, “through exchange operations or 
otherwise, are using foreign funds ob- 
tainable temporarily at very low rates, 
It is to be hoped that this practice may 
turn out less disastrously than it did for 
many on a former occasion, when the 
lower rates elsewhere blinded them to 
the risk involved in borrowing outside 
the country. 

“There is good and bad money, just 
as there are good and bad loans; the 
cheapest money often costs the bor- 
rower dearly in the end, just as loans 
bearing the highest rates frequently 
result in loss to the lender. 

“The interest on money used for 
productive purposes is comparatively 
the smallest item represented in the cost 
of production. If other items of cost 
received as much consideration, and if 
borrowers generally, particularly public 
bodies, gave anything like as close at- 
tention to the use to which borrowed 
money is put as most do to the question 
of a small saving in interest, the finan- 
cial problems of this country would be 
simplified.” 


RECIPROCAL TRADE 


SIR Charles told the stockholders that 
the assurance of tariff stability in com- 
merce of the United States and Canada 
would be one of the most important 
advantages of the new agreement. 

“Enlarged commercial intercourse 
with all countries is much to be 
desired,” he stated, “always provided 
that intercourse rests on fair and 
mutually advantageous terms, as I am 
disposed to believe does the agreement 
recently concluded with the United 
States.” 

Canadian trade recovery had con- 
tinued to progress during the year, Sir 
Charles said, and although in less 
definite degree than in 1934, the gains 
of that period were consolidated and in 
some instances enlarged. Stability of 
commodity prices, enlarged production 
by important manufacturing industries, 
and the concurrent increase in electric 
power output have characterized the 
business situation, but the building 
industry continued to lag, contributing 
in the largest measure to unemploy- 
ment. Canada’s foreign trade increased 
$355,000,000 in value in two yeals, 
showing a favorable balance of $169,- 
000,000 for the past year. 
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OSBORNE ART CALENDARS WILL PAINT THE PICTURE 
OF YOUR BANK’S SUCCESS AND LEADERSHIP 


THE FOUNDATION OF AMERICAN GOVERNMENT” SHOWS THE SIGNING OF THE CONSTITUTION OF THE UNITED STATES. REPRODUCED FROM ORIGINAL 
OIL PAINTING BY HINTERMEISTER, COPYRIGHTED AND PUBLISHED BY THE OSBORNE COMPANY, CLIFTON,N. J. 


The one perfect way in which a bank can place its advertising in homes, offices, 
factories, shops and public places is with an Osborne Art Calendar. 


If you act quickly you may have the exclusive use of this great painting of the 
signing of the Constitution for your bank’s territory for 1937. 


Tune in on the universal interest in the United States Constitution and the 
150th Anniversary of its approval. Sign the reply card and let The Osborne Man 
show you this and other feature Osborne Advertising Service. 


Osborne Address and Postal Permit is Printed on Back of This Card 

This is just one of the 
THOUSAND STARS in the 
Osborne Line of Advertis- 
ing Art Calendars, Indoor The Osborne Company, Clifton, N. J. 
Billboards, Direct Mail 
Service and other exclusive 
Osborne Friendly Advertis- You may have The Osborne Man see us, but this reply is 


ing. to place us under no obligation. 


TEAR OFF AND MAIL THIS CARD TODAY NO POSTAGE REQUIRED 


Gentlemen: 


THE OSBORNE WE USE 
COMPANY C1] ART CALENDARS 


ESTABLISHED 1887 [] ROLL CALENDARS 


Main Office and Works: C) BLOTTERS 


[] DIRECT MAIL 
CLIFTON, NEW JERSEY, U.S.A. . 
BOOKLETS 


OSBORNE ADVERTISING [] SPECIALTIES 
Makes New Friends; Holds Old Friends ° _] GREETINGS 


7 
’ 
or 
ly 
‘ 
st a 
if 
lic 
ed 
on ¢ 
n- 
be | 
da 
nt 
se 
be 
ed 
nd 
im 
nt 
ed 
Sir 
ess 
ns 
in 
of 
on 
es, 
ric 
ng | 
sed 
TS, 
NG 


FIRST CLASS 
PERMIT No. 38 
(Sec. 510, PL & R) 
Clifton, New Jersey 


BUSINESS REPLY CARD 
No Postage Stamp Necessary if Mailed in the United States 


2c-POSTAGE WILL BE PAID BY 
THE OSBORNE COMPANY 


BRIGHTON ROAD 
CLIFTON 
NEW JERSEY 
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ADAP-TABLE 
SYSTEMS 


N its August and November (1935) 
I issues BANKING published articles 
by J. W. Miller, entitled, respectively, 
«Amortization of Bond Premiums” and 
“Bank Accrual Accounting.” 

Since their publication it has been 
learned that the essential features and 
forms of the accrual system illustrated 
and described in the articles mentioned 
are protected by claims of letters patent 
of the United States No. 1,618,124, 
issued to Lewis A. Foote under date of 
February 15, 1927. 

The above information is brought to 
the attention of readers in fairness to the 
Foote Adap-Table Systems Company, 
Cleveland, Ohio, present owners of the 
patent mentioned, and to prevent mis- 
understandings and possible injury to 
readers of BANKING who might other- 
wise introduce in their banks patented 
features of this system without obtain- 
ing the necessary franchise. 

Mr. Miller did not realize when he 
submitted the articles for publication 
that the essential features and forms 
which he suggested were covered by 
patent claims of the Foote Adap-Table 
Systems Company. 


PUBLIC SERVICE 


L. N. Littauer, manufacturer 

and former Congressman, has 

given Harvard University $2,- 

000,000 for a graduate school 

of public administration, to 

“raise the level of American 
life’? 


INTERNATIONAL 


BANK OF MONTREAL 


Established 1817 
cA presentation, in easily understandable form, 
of the “Bank’s 


ANNUAL STATEMENT 
31st October, 1935 


LIABILITIES 


LIABILITIES TO THE PUBLIC 


Deposits . $676,944,866.06 


‘ayable on demand and after notice. 


Notes of the Bank in Circulation . ‘ ‘ 29,959,128.50 
Payable on demand. 


Bills Payable . 


Time drafts issued and outstanding. 


Acceptances and Letters of Credit Outstanding P 
Financial responsibilities undertaken on behalf of customers (see off- 
Setting amount [x] in “‘ Resources”). 


Other Liabilities to the Public - 
Items which do not come under the foregoing headings. 


Total Liabilities to the Public . 4 ‘ 4 - $716,107,779.68 


353,011.79 
7,066,426.26 


1,784,347.07 


LIABILITIES TO THE SHAREHOLDERS 


Capital, Surplus and Undivided Profits 
and Reserves for Dividends . 


This amount represents the shareholders’ interest in the Bank, coer whie: A 
liabilities to the public take precedence. 


Total Liabilities . . © « $792,772,872.76 
RESOURCES 


76,665,093.08 


To meet the foregoing Liabilities the Bank has 


Cash in its Vaults and Money on am with 
Bank of Canada . $ 82,711,635.13 


Notes of and Cheques on Other 27,614,596.16 
Payable in cash on presentation. 
Money on Deposit with Other Banks 4 ‘ 37,764,631.60 
Available on demand or at short notice. 
Government and Other Bonds and Debentures « 361,769,848.49 
Not exceeding market value. The greater portion consists of gilt-edge 
securities which mature at early dates. 


Stocks 103,872.95 
Railway and Industrial and other stocks. Not exceoding market oalue. 

Call Loans outside of Canada . e 
Secured by bonds, stocks and other negotiable securities “of eater value 
than the loans and representing moneys quickly available with no disturb- 
ing effect on conditions in Canada. 

Call Loans in Canada 
Payable on demand and secured by bonds and stocks ‘of greater velue 
than the loans. 

Bankers’ Acceptances ° 
Prime drafts accepted by other banks. 


18,835,238.07 


4,435,736.20 


139,252.54 


TOTAL OF QUICKLY AVAILABLE RESOURCES . $533,374,811.14 


fequal to 74.48% of all Liabilities to the Public} 
Other Loans 


To manufacturers, farmers, merchants ond others, on * conditions con- 
sistent with sound banking. 


Bank Premises 
carried in the names of holding companies; the 
stock and bonds of these companies are entirely owned by the Bank and 
appear on eo books at $1.00 in each case. All other of the Bank’s prem- 
jot the value of which largely exceeds $14,500,000, appear under this 

ing. 


a Lee and Mortgages on Real Estate Sold by the 
1,523,432.05 


depuired in the course of the Bank’s business ond i in ‘process of being 
realized upon. 


234,461,311.20 


14,500,000.00 


x Customers’ Liability under Acceptances and Letters of 


Credit . a 
Represents liabilities of customers on account of ‘Letters of Credit issued 
and Drafts accepted by the Bank for their account. 


Other Assets not included in the Foregoing P 1,846,892.11 


Making Total Assets of - $792,772,872.76 
to meet payment of Liabilities to “the Public of 716,107,779.68 


7,066,426.26 


leaving an excess of Assets over Liabilities to the Public of $ 76 $ _76,665,093.08 08 


The strength of a bank is determined by its history, its policy, its 
management and the extent of its resources. For 118 years the 
Bank of Montreal has been in the forefront of Canadian finance. 
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Bank Instalment Finance 


| hyena the fact that hardly a day 
goes by without the entrance of 
some bank into the field of instalment 
finance, it seems unlikely that the 
general banking structure of the United 
States will undergo any profound 
change as a result. 

This is contrary, perhaps, to the 
view of many bankers who see, in the 
present tendency of commercial banks 
to seek small loans aggressively, the 
beginning of a wholly new era in Ameri- 


can banking, but it is, nevertheless, 
substantiated by the facts in the case. 
It may well be that in the future the 
banks will do a large share of the na- 
tion’s instalment finance business. This 
is not a wholly tenable supposition, but 
even should it develop it would not 
greatly change the ratio of loans to 
deposits for the nation as a whole. 

At the end of 1934, for example, three 
of the largest operators in the field of 
automobile financing had aggregate 
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A COMMERCIAL BANK THAT AFFORDS 


ITS CORRESPONDENTS CLOSE CONTACT 


WITH EVERY 


IMPORTANT 


INDUSTRY 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


loans outstanding of approximately 
$525,000,000. Against these they had 
borrowed a total of $335,000,000. In 
large part these sums lent the automo. 
bile finance companies were held by the 
banks. Hence should the banks of the 
country take over the making of all of 
these loans, the net gain to them would 
have been but $190,000,000, or the 
difference between what the automobile 
finance companies in question had lent 
the public and what they had borrowed 
themselves. 


NOT PURE GAIN 


OF course, in these days of low lending 
ratios $190,000,000 is a sum worth 
considering, but under the circum: 
stances it would not be pure gain. At 
present the $190,000,000 is accounted 
for on the finance company balance 
sheets by preferred and common stock 
issues and by accumulated surpluses. 
If finance companies quit the business, 
these funds would be returned to their 
owners. And, if those owners could not 
employ them in the part-time financing 
of purchase contracts, as they could not 
with the banks doing all of the busi- 
ness, and were unable to find other 
attractive fields for investment. which 
under present conditions are not bright, 
they would be forced to deposit the 
money in the banks. From this it ap- 
pears that while the banks would in- 
crease the volume of loans in their 
portfolios by $190,000,000 or so, if they 
took over this entire volume, they 
would increase aggregate deposits by 
the same amount and would thus, in the 
long run, be in the same position as they 
are now. Their only true gain would be 
one of earnings, for in lending directly 
rather than through the finance com- 
pany they would naturally get a higher 
rate on their funds. In some localities 
this rate might be as much as 6 per cent 
above that now obtaining. However, 
against this would have to be set the 
increased cost of doing business with 
scores of small borrowers rather than 
with one or two large ones. 

Of course, in spite of the huge volume 
they handle, the three companies in- 
cluded in this example do only a small 
fraction of the total instalment financ- 
ing business in the country. Nearly 
every town has at least one local finance 
company, countless industrial concerns 
own their own finance subsidiary units, 
and there are many national and re 
gional purchasers of instalment paper, 
whose volume runs into the millions. 
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While the gross aggregate of this busi- 
ness is purely a matter of conjecture, 
there have been several estimates made 
as to its size. All of them have been 
large, but all of them also can be little 
more than guesses. Whatever the vol- 
ume, the effect of absorbing it in its 
entirety into the banking structure 
could have little differing results from 
that indicated in the case of the three 
specimen companies. Aggregate bank 
loan volume would be increased by 25 
to 30 per cent, which would be offset by 
a similar volume of increase in deposit 
totals. The percentage increase of the 
latter would, presumably, be less than 
the percentage increase in loans, but 
the dollar value of one would approxi- 
mate the dollar value of the other. The 
ultimate result would find American 
banking in virtually the same position 
asat present, taken asa whole. However, 
this does not apply in the case of 
individual banks. 

Of course, should this practice be- 
come widespread, the effect on the large 
metropolitan banks would not be favor- 
able. In this particular instance, the 
Chicago banks would lose $200,000 
in rediscounts, at the same time gaining 
the same amount in deposits through 
their accounts with the finance com- 
panies. Multiplied by 50 or 100 such 
communities, the effect on metropolitan 
bank earnings might prove a source of 
worry. However, it would appear only 
just that loans originating in a given 
town should be kept there, if the local 
capital reservoir is capable of caring for 
them. In the long run it might be to the 
advantage of the metropolitan banks to 
strengthen the rural bank’s earnings 
through the expedient of placing the 
instalment finance business in the re- 
sponsible hands of the country banker. 


LOAN INCREASE POSSIBLE 


THE argument has been advanced in 
this connection that there need be no 
loss to anyone from the entrance of 
banks into the field of instalment 
finance, that the increased publicity 
given to the business will so stimulate 
the demand for loans that not only will 
the banks get all that they can handle, 
but that the present operating finance 
companies will be able to maintain their 
present volume. In the case of a manu- 
factured product this might hold true. 

It is doubtful that anyone who wants 
and is entitled to borrow on a car fails to 
obtain credit from some source at 
present. In the personal loan field, this 
may not be exactly true, although it is 
probable that the number of persons 
who need and are entitled to credit, but 
who do not find it, is not large. A recent 


January 1936 


unofficial survey in a city where three 
banks recently entered the personal loan 
field indicated that, for every loan they 
took, a personal loan company lost a 
borrower. The Morris Plan bank in the 
same city showed a gain in business 
along with that taken by the banks, but 
other similar lenders lost out. 


NO FUNDAMENTAL CHANGE 


HENCE, if there is not to be any in- 
crease in the amount of instalment loans 
in this country as a result of banks going 
actively after this type of business, it 
cannot be expected that the fundamen- 
tal banking structure will be changed in 
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THE TODD COMPANY, Inc. 
Pass-Books and Check Covers @ 
The Protectograph @ 


Super-Safety Checks © 
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any essential. The entrance of the banks 
into the field would seem to resolve 
itself into an example of taking from 
Peter to give to Paul. Some banks will 
find themselves in the position of Paul; 
others, in that of Peter. 

But so far as the public is concerned, 
the entrance of banks into the field of 
instalment finance, even if such en- 
trance does not become general, should 
prove a fortunate development. In 
general it should mean lower rates for 
that section of the public that has ha- 
bitually paid its bills, while for all it 
should mean a lower average rate. 

JoHN FARNHAM 
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MADE EASIER 


———SAFER 
ASTER 


The life of a banker is just one 
check after another. He is the 
American expert on checks. He 
knows checks. He is frequently 
confronted with check fraud. He 
prefers strong, safe, Super-Safety 
Checks which handle so well and 
make his work so much lighter. 


WRITING SURFACE 


The Super-Safety surface in 
anyone of six brilliant clean 
colors takes ink whether pen or 
rubber stamp like a quality paper 
should—legibly. 


PROTECTING PATTERN 


A distinctive yet unobtrusive 
pattern, exclusive with Todd, that 
protects against mechanical alter- 
ation. 


PROTECTING VOIDS’ 


Attempted alteration with ordi- 
nary bookkeeper’s liquid ink 
eradicator instantly produces the 
nullifying words “VOID” that 
completely confound the forger. 


@ GUARANTEE 


Both bank and depositor are 
protected against losses by altera- 
tion of amount, payee, date and 
number through liberal insurance 
guarantees. 

You and your depositors will 
both handle checking accounts 
more easily and SAFELY with 
Super-Safety Checks. Consult 
the Todd man for latest prices. 


ROCHESTER,NEW YORK 
Stationery and Bank Supplies 
Check Signers 
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Government Debt 
(CONTINUED FROM PAGE 26) 


3 billions of greenbacks is permitted 
under present law. As for silver, the 
law commands the Treasury to buy 
silver and issue certificates until the 
silver held equals one-third the gold 
reserve. With gold pouring into the 
country, the Treasury’s silver activities 
to date are reminiscent of the old prob- 
lem of the frog and the well. The issue 
of silver certificates may reach 3 bil- 
lions. 

The reader will recall that when the 
present administration took office the 


country was told that a “sound but 
adequate currency” would be main- 
tained at all hazards. The thoughtful 
student of finance has probably con- 
cluded by this time that our currency is 
considerably more than adequate and 
that, in the absence of anything but a 
“24-hour” standard, its soundness 
could be improved upon. With excess 
reserves of nearly 3 billions, with bank 
deposits unnaturally swollen, with tre- 
mendous outlays of Government funds, 
the pump of industry has been none too 
successfully primed. Whether the pump 
of inflation has been very thoroughly 
primed remains to be seen. 


Can Your check stand a Raise? 


There’s no sense in gambling on whether a forger is clever enough 


to outsmart you and your depositors ... when it is so easy to be safe. 
Countless smart bankers recommend to their depositors Forgery pro- 
tection in the Standard of Detroit . . . a national stock insurance com- 
pany which, in 52 years, has promptly paid over $144,000,000 in claims. 
e Any one of our 6500 able insurance counselors will gladly explain 


how a Standard Forgery Bond will protect against the forger’s skill. 


Standard writes Safe Deposit Box Burglary and Robbery Insurance, Bank Burglary and Robbery, Messenger 
Robbery (outside holdup), Bankers’ and Brokers’ Blanket Bonds, Forgery Bonds, and all other forms of 
Casualty Insurance and Fidelity and Surety Bonds. 


52 YEARS OF SERVICE 


STANDARD ACCIDENT INSURANCE COMPANY 


Over $144,000,000 paid in claims of Detroit 6500 Agents throughout America 
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Probably our currency will not be. 
come so thoroughly diluted as a mis. 
guided Congress has provided. But ona 
basis of present gold stocks of 10 bil. 
lions of dollars the possible expansion of 
bank credit is something in excess of 200 
billions. This is potential inflation of a 
serious sort, and it becomes still more 
serious when considered in connection 
with a Government policy that, to date, 
has given nothing more than lip-service 
to a balanced budget. 

To this point we have considered the 
inevitable recovery, the fiscal policy of 
the Government, and the monetary leg- 
islation of the past two and a half years 
as factors on the dark side of the pic- 
ture. But there is a fourth factor, 
namely, the banks themselves. If his- 
tory repeats itself, as recovery swings 
upward and it becomes possible for the 
banks to make sound and profitable 
loans again, they will be inclined to sell 
their bonds at the same time and in an 
unfavorable market made yet more un- 
favorable by their concerted action. 
And current issues carry coupon rates 
that make them no more attractive to 
individual and private investors than 
they are to the banks, except at de- 
cidedly lower than current prices. 

There are those who will say these 
are the arguments of the confirmed pes- 
simist and the alarmist. Perhaps they 
are. Nevertheless, they are based upon 
demonstrable facts interpreted in the 
light of economic history. If any criti- 
cism is to be made of these views it is 
only that they are one-sided. There is 
another side. 


Banking Research 
(CONTINUED FROM PAGE 29) 


fluence of the state on banking, and 
banking organization abroad. 

4. A bank’s balance sheet and profit 
and loss account—form of account, and 
method of calculating profit and loss, 
and uniform method of treating the 
various items. 

The Institute’s board consists of five 
persons. The president is Dr. Otto Chr. 
Fischer, a member of the governing body 
of the Reichs-Kredit-Gesellschaft and 
leader of the Reich Bank Group, the 
new general organization of German 
credit institutions. To the Institute 
also belong 50 ordinary members who 
will be recruited from among leading 
persons in the banking world, including 
the economists of the great banks. In 
addition there are corresponding mem- 
bers, representing official or seml- 
official bodies, and university teachers. 
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Reserve Board Regulations 


(CONTINUED FROM PAGE 40) 


(2) Interest accruing before August 24, 1937 on deposits 
of public funds by or for a state or a subdivision of a state 
or on deposits of trust funds, if such payment is required 
by state law when such deposits are made in state banks 
(funds paid into state courts by private parties are not pub- 
lic funds) ; 

(3) Interest under a contractual obligation entered 
into in good faith before a bank becomes a member of the 
Federal Reserve System, which obligation the bank may 
not terminate at its option or without liability; prompt 
action shall be taken to eliminate the provision for such 
interest. 


SECTION 3. MAXIMUM RATE OF INTEREST ON TIME AND 
SAVINGS DEPOSITS 


(a) Interest by member banks on time and savings de- 
posits is limited to maximum rates prescribed from time to 
time by the Board of Governors in supplements issued in 
advance of their effective dates. 

The first supplement, effective January 1, 1936, issued at 
the same time as Regulation Q, restricts member banks 
regardless of their basis of computation to the following max- 
imum rates, compounded quarterly: 

Savings deposits 2% per cent 
Postal savings time deposits 2% per cent 
Other time deposits depending on maturities or length 
of notice required— 
six months or more 
less than six months and not 
less than ninety days 2 per cent 
less than ninety days 1 per cent 
The 2% per cent rates have been effective since January 
31, 1935; the 2 per cent and the 1 per cent rates become 
effective January 1, 1936. Interest may be compounded at 
other than quarterly intervals if the interest is not greater 
than the interest at the specified rate compounded quar- 
terly. 

An exception is provided as to contractual obligations 
entered into in good faith before the dates specified (Decem- 
ber 18, 1934 as to 2% per cent interest; otherwise Decem- 
ber 1, 1935) which cannot legally be terminated by the bank 
at its option or without liability. 

If a bank becomes a member of the Federal Reserve 
System after either date specified, then applicable date is 
when it becomes a member. 

(b) A bank with inconsistent contractual obligations 
shall, as soon as possible, bring its contracts into conformity 
with the provisions of this regulation. 

(c) A member bank cannot pay a greater rate of interest 
upon time or savings deposits than that authorized by law 
to be paid upon such deposits by state banks or trust com- 
panies in the particular state. 

(d) Savings deposits received during the first five days of 
a month may receive interest at the maximum rate from the 
first day of such month. 

(e) The applicable maximum rate of interest on time or 
savings accounts continues until maturity or expiration of 
the period of notice. No interest can be paid on a deposit 
with a member bank if repayment can be required within 
thirty days of receipt, subject to an exception as to Christ- 
mas and similar deposits under conditions specified in sec- 
tion 1 (d) above. 
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2% per cent 


(f) Interest is prohibited on a time deposit after maturity 
or on a time or savings deposit after expiration of notice; 
however, by written notice the deposit can again be made an 
interest-bearing time or savings deposit. 


SECTION 4. PAYMENT OF TIME Deposits BEFORE MATURITY 


(a) (b) and (c) A member bank is prohibited generally 
from paying a time deposit before maturity or expiration of 
the required notice. 

(d) Exception from such prohibition: 

“Emergency” involving “great hardship”. 

Withdrawal of “deposit or the portion thereof neces- 
sary to meet such emergency.” 

Application signed by depositor describing fully the 
emergency. 

Approval of application by bank officer who shall 
certify that to the best of his knowledge and belief its state- 
ments are true. 

Application retained in files and made available to 
examiners. 

Forfeiture of accrued and “unpaid” interest on 
amount withdrawn for at least three months; if amount 
withdrawn on deposit less than three months, forfeiture of all 
accrued and “unpaid” interest on such amount. 

If portion of certificate is withdrawn, new certificate 
shall be issued for unpaid balance with the same terms ex- 
cept as to amount. 

(e) A member bank lending upon a time deposit issued 
by it shall charge at least 2 per cent more than the interest 
rate on the deposit; no emergency need exist. 


SEcTION 5. NOTICE OF WITHDRAWAL OF SAVINGS DEPOSITS 


(a) A member bank must have non-discriminatory prac- 
tices as to notice of withdrawal of savings deposits for all 
deposits “subject to the same requirement”. The practice 
may be based on the “amount” as well as the percentage 
of the savings deposits, so that, for example, a bank can 
waive notice as to withdrawals not over $500. A bank need 
not require notice of withdrawal of interest during the next 
interest period following its accrual, if such notice is not 
required as to such interest on any deposit. 

(b) A change of practice requires duly recorded action 
of the board or the executive committee. 

(c) A change of practice cannot be made for the purpose 
of discrimination between depositors. This is a substitute 
for the requirement of the former regulation that a change 
shall not be made until “reasonable time following the last 
preceding change.” 

(d) A non-interest-bearing savings deposit is subject to 
the provisions of this section of the regulation. 

(e) Loans on savings deposits are not restricted if deposits 
are payable in practice without notice; if the practice is to 
require such notice “for savings deposits or any amount or 
percentage thereof” the interest rate shall be at least 2 
per cent higher than the rate on the deposit; no emergency 
need exist. 


ADDITIONAL REGULATIONS 


THE Board of Governors of the Federal Reserve System 
has issued Regulation H, relating to membership of state 
banks in the Federal Reserve System and Regulation P, re- 
lating to voting permits for holding company affiliates. 
These become effective January 1, 1936. 
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Progress Toward a Standard Report Form 


HE movement toward call report 
standardization and unification has 
reached the point where a suggested 
form has been tentatively agreed on as 
the basis for further analysis and dis- 
cussion by the Permanent Standing 
Committee appointed last May at the 
Washington conference of professional 
groups which are interested in this 
important matter. 
This satisfactory progress toward the 


day when bank condition statements 
will be rendered on a universally stand- 
ard form was reported to a group of 
New York City bank auditors and 
comptrollers by Mortimer J. Fox, Jr., 
secretary of the committee and chief of 
the Division of Research and Statistics, 
Federal Deposit Insurance Corporation. 

The tentative form, Mr. Fox said, 
has been sent to the field organizations 
of the interested Government agencies 


Have You Seen ....? 


. .. the new booklet on personal loans and automobile 


financing called “A Profitable Thought, Mr. Banker’’? 


Long ago we realized that automobile buyers get 
more satisfactory insurance service if their automobile 
insurance is all written by their own local insurance 


agents. Study of the subject convinced us that buyers 
will get far better financing service by borrowing directly 
from their local banks. For the local bank is the logical 
source of consumer credit. Why not, we said to ourself, 
put the results of our discussion and study of automobile 
financing into a booklet for bankers? It gives a practical 
profitable, eminently safe and sound way for commercial 
banks to write this individual automobile paper. 


Let it be understood here and now, however, that 
we are not soliciting a ‘‘master”’ or a ‘‘ blanket”” automo- 
bile policy. An automobile buyer should be free to choose 


his own banker and his own insuror and not have either 
forced upon him. The buyer-borrower-assured gets super- 


ior service that way. 


Ask your insurance agent for a free copy of “A 
Profitable Thought, Mr. Banker.’’ Or dictate a request to 
us now—you won’t be obligated in the slightest. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 


Fire and Marine Insurance Company 


The 
UNION FIRE 


Accident and General Insurance Company 


99 JOHN STREET 


NEW YORK 


and, directly upon its return to Wash- 
ington with comments, will be revised 
and submitted to the Permanent Stand. 
ing Committee. 

“The new report form, I feel,” Mr. 
Fox asserted, “is an improvement over 
that which has existed heretofore and is 
particularly significant in that it repre- 
sents a step in the direction toward 
which we can hope this general subject 
will proceed. I am sure you will be glad 
to know that this form does not differ 
very radically from that which is now in 


Although he was unable to go into 
much detail concerning the particular 
features of the form, which had not 
then been submitted to the committee, 
Mr. Fox cited the following facts as 
indicative of the type of change to be 
made: 


CONDITION PICTURE 


“WE are attempting to display as 
real and intelligent a picture of a bank’s 
condition as is possible with book figures 
by developing a true balance sheet with 
contingent items removed; by eliminat- 
ing valuation reserves, where they 
exist, to reflect net book condition; by 
rearranging balance sheet items in a 
logical sequence comparable to that 
favored by most banks in their advertis- 
ing; and by simplifying terminology. 
“We are removing data whose use- 
fulness is outmoded or which duplicate 
examination functions, and we have 
worked constantly toward the goal that 
what little new data it is found neces- 
sary to call for will produce a maximum 
of information with a minimum of 
additional burden upon the banks. 
“Upon adoption of this form it is 
our intention to write, with the help of 
qualified bankers and accountants, an 
exhaustive instruction booklet defining 
all face and schedule items in detail. It 
seems reasonable to assume that this 
manual, in view of the fact that the 
approved form will presumably be 
used by nearly every bank in the coun- 
try, will represent the greatest possible 
influence towards the adoption of uni- 
form accounting terminology and prac- 
tices by the country’s banks. 
“Pending approval and adoption of 
the new form the Federal Deposit 
Insurance Corporation has made a very 
sincere effort to have the state commis- 
sioners cooperate in activities of stand- 
ardization and unification. Prior to 
our calls during the past year, we have 
written to the commissioners to remind 
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them of the general effort that is being 
made along these lines and at the same 
time to offer to furnish the state bank- 
ing departments with a sufficient supply 
of blanks forms for their use. Our 
purpose in doing this has been to get as 
many as possible of the state depart- 
ments to use the forms which the Fed- 
eral agencies are using, in order that 
duplication may be avoided and in 
order that state banks will not be 
required to fill out reports of condition 
on more than one form. 


SATISFACTORY RESULTS 


“THIS practice has been productive of 
satisfactory results and we are happy to 
report that on the joint call of June 29 
of this year 14 states availed them- 
selves of the opportunity of using our 
forms. We are now preparing for the 
call which is to come at the end of the 
year and we have again written to the 
commissioners offering to supply them 
with sufficient blanks for their needs. 
The response again has been exceed- 
ingly satisfactory and the number of 
states which have already indicated 
their intention of using our forms has 
increased to 17. 

“This does not tell the whole story, 
since there are certain other states 
which, though they use their own report 
blanks, actually are completely in 
line with the Federal forms since their 
blanks are substantially the same as the 
Federal forms. Many of the states, in 
replying to our recent letters on the 
subject, have indicated that while they 
are not in position to avail themselves 
of our offer at this particular time, they 
are very anxious to adopt the standard 
form just as soon as it has been devel- 
oped and approved by the Permanent 
Standing Committee.” 


It Might Have 


Been Prevented 


HE setting of this bank robbery is 

hardly unusual: small town, small 
bank, and carelessness born of a confi- 
dence that, because nothing had ever 
happened, nothing ever would. 

One morning the first clerk to report 
for work didn’t lock the door behind 
him. It was half an hour before opening 
time and he busied himself, as usual, 
with the minor tasks incident to pre- 
paring the office for the day’s business. 
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His routine was suddenly interrupted 
by two men who, displaying revolvers, 
demanded the cash. None was in sight, 
for the safe, which was protected by 
time lock, had not been opened. The 
bandits ordered the clerk to try the 
combination, and he proceeded to do 
so, hoping that the mechanism had not 
yet released. Unfortunately it had, and 
the door swung open immediately. 
Scooping out the currency, the robbers 
did the traditional thing—they de- 
parted as quickly as possible. 

Had ordinary precaution been taken 
by keeping the door locked until the 


safe was opened, the day’s working 
cash removed, and the time lock reset, 
this loss could have been substantially 
reduced, if not avoided entirely. If the 
bandits had not gained entrance when 
they first tried the door, they would at 
least have been delayed until the bank 
officially opened, at which time only 
the counter cash would have been 
available. 

Another factor was also present. 
Investigation disclosed that the time 
lock could not be set with complete 
accuracy; apparently it was of an old 
type, or had not been recently adjusted. 


PRINCIPLES 
WHICH ENDURE: 


Policies must change to meet changing conditions, but 


sound principles endure. 


For more than a century certain fundamentals have 


governed Central Hanover. 


IN BANKING— cooperation with customers 


in good times and bad; a primary regard for the 


safety of deposits. 


IN TRUSTS— full appreciation of conserva- 


tion as the first responsibility of a trustee; 
independence in the selection of investments for 
trust funds; thoughtful attention to beneficiaries 
as well as to property. 


IN ALL RELATIONS —emphasis on 
quality of service designed to make this bank a 
constructive influence in the affairs of its custom- 


ers and the business of the nation. 


These principles endure. 


They will control our course in the future as they have 


in the past. 


CENTRAL 


BANK AND TRUST COMPANY 
NEW YORK 


* This statement of principles has been reprinted periodically since 


HANOVER 


its first publication in September 1933. 


h- 
sed 
d- 
{r, 
er 
is 
re- 
rd 
ect 
ad 
in 
to 
ar 
ot 
as 
be 
th 
t- Ye Y 
ey 
a 
at 
te 
at 
m q 
of 
is 
of 
It 
| 
be 
n- 
1G 
i- 
sit | 
ry | 
iS- 
| 
to 
ve 
d 
63 


Savings Bank Life Insurance 


— issue of The Spectator, a 
life insurance review, suggests that 
persons seeking to be well grounded “in 
the controversy as to whether or not 
savings banks should be permitted to 
do a life insurance business” begin by 
reading Bulletin No. 615, published by 
the United States Department of Labor 
and entitled “The Massachusetts Sys- 
tem of Savings-Bank Life Insurance”’. 

The periodical states that “legislation 
may be proposed at any time of such a 
nature that you will be more comfort- 
able if you can present your views on 
this subject with a background of fact.” 
The bulletin, it goes on to say, is a re- 
view of facts and figures, including ex- 
tensive quotations and summaries of 
arguments for and against the system. 
It is the work of Dr. Edward Berman of 
the department of economics at the 
University of Illinois. 


THE BULLETIN 


“THE author makes many compari- 
sons,” continues The Spectator, “be- 
tween the savings bank system of in- 
surance and the business of private 
companies; he makes some investiga- 
tions of his own and draws some con- 
clusions of his own, but the Bulletin is 
of value principally as the work of a 
student who has apparently set himself 
the task of searching out the facts that 
should support or refute the arguments 
of those who have either contested or 
promoted the proposal that savings 
banks be permitted to do a life insur- 
ance business. 

“The claim that the savings banks of 
Massachusetts have furnished life in- 
surance at less cost to the policyholder 
than have commercial companies is ap- 
parently not questioned. Contention 
centers rather about whether it is best 
that a savings bank should enter the life 
insurance business—a type of business 
in many respects foreign to that of a 
savings bank—whether the low cost has 
been due to subsidy of insurance de- 
partments of these banks, whether a 
state subsidy for such a business even 
at the beginning is justified, whether 
the success of the business has been due 
to the enthusiasm of organized support- 
ers of the movement, whether sales lit- 
erature has misled prospects to think 
that the state supports the system, and 
the extent to which tax advantages 
granted to the system have lowered the 
cost. Unfairness of the competition be- 
tween a life insurance company that 
must be self-supporting and a state- 
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subsidized and tax-favored system is 
discussed but a statement was not noted 
of the argument that the savings bank 
system has profited by the educational 
work of the representatives of commer- 
cial companies. Certainly we are insur- 
ance conscious largely because of the 
persistent efforts of life insurance sales- 
men to impress the need of this protec- 
tion. 

“Any widespread interest of insur- 
ance salesmen in the question of sav- 
ings bank insurance will doubtless be 
due not to the volume of the Massa- 
chusetts savings bank business, a little 
more than 2 per cent of the life insur- 
ance business in force in the state, but 
rather to persistent proposed legisla- 


tion to permit savings banks in other 
states to follow the example of Massa- 
chusetts. Life insurance and banking 
officials and field men should have jn. 
formed opinions on this question and 
this Bulletin is a good place to begin, 
The layman is probably not favorably 
impressed by any superficial opposi- 
tion that evidences merely an interest 
in avoiding a new element in competi- 
tion. If this is the best we can do it 
would be more sportsmanlike to take 
the attitude of hands-off. If by legis. 
lation it is thought that a service can 
be introduced that will be an improve- 
ment on present methods, no such in- 
terest should be allowed to stand in the 
way of a fair trial.” 


Good Will 


don gentleman at the window was a 
member in good standing of the 
bank’s Oldest Depositors Club. 

Therefore it was particularly regret- 
table that the new teller, in the first 
place, kept him waiting while a signa- 
ture was verified, and in the second, 
handed him the wrong amount of 
money. 

The gentleman, with pardonable 
alacrity, became indignant. He asked to 
use the teller’s telephone, no doubt for 
the purpose of reporting his indignation 
to the platform. But he was told that 
that particular instrument was not 
available for the use of the institution’s 
patrons. 

So the gentleman, deeply hurt and 
very angry, went home, taking his 
balance with him. 


A DIPLOMATIC MISSION 


ANOTHER depositor who had wit- 
nessed the incident told the story to the 
vice-president in charge of the branch. 
That official commissioned an officer 
to visit the offended one in an effort to 
straighten out what had obviously been 
a series of misfortunes. 

After listening to a warmly phrased 
tirade that flayed the branch banking 
system and expressed definite convic- 
tions about the large banks’ increasing 
lack of interest in average-sized ac- 
counts, the officer quietly told the gen- 
tleman that he had called at the express 
request of the vice-president to offer 


an apology for what had recently hap- 
pened. 

“‘Am I supposed to believe,” queried 
the former customer, with some lifting 
of the eyebrows, “that the head of your 
branch would bother himself about so 
small a matter?” 

“That is exactly the case,’’ replied 
the banker, “and that is the only reason 
I am here. We deeply regret your ex- 
perience the other day and we wish 
to assure you that no offense was in- 
tended.” 

“Well,” said the other, “this is rather 
extraordinary.” 

“You see,” continued the bank’s 
bearer of the olive sprig, “we have cer- 
tain definite rules and the tellers are 
under strict orders to obey them. One is 
that no customer is to use a teller’s 
telephone. The man who waited on you 
was a new-comer who, unfortunately, 
did not know of the long and pleasant 
association between the bank and your- 
self. 

“T am sure you will see that although 
our employee was no doubt untactful, 
he was only trying to live up to the 
rules. He did, of course, violate the rule 
of courtesy; but I hope you will allow 
me to make a sincere apology for him 
and for the bank.” 

Perhaps it is unnecessary to add that 
the gentleman who had been a de 
positor regained his former status a few 
days later by making a substantial 
deposit. 
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WIDE WORLD 


FORUM SPEAKERS 


Among the speakers at the annual 
Forum Dinner given by New York 
Chapter, American Institute of Bank- 
ing, were S. Sloan Colt (right), presi- 
dent of the Bankers Trust Company 
and of the New York State Bankers 
Association, and (left) Federal Judge 
John C. Knox of the Southern District 
of New York 


A Bankers’ Forum 


York Chapter, American Institute 

of Banking, is an outstanding 
banking event in the metropolis, and 
is typical of the forum gatherings 
held from time to time by many other 
chapters throughout the country. 

Held at the Hotel Roosevelt on the 
evening of December 12, the dinner 
brought together approximately 400 
bankers, including many senior officers 
of the city’s banking institutions, and 
members of the Institute. 

The Chapter had as guests of honor 
the officers of the American Bankers 
Association: President Robert V. Flem- 
ing, president, The Riggs National 
Bank, Washington, D. C.; First Vice- 
President Tom K. Smith, president, 
Boatmen’s National Bank, St. Louis; 
Second Vice-President Orval W. Adams, 
executive vice-president, Utah State 
National Bank, Salt Lake City; and 
Arthur B. Taylor, Association Treas- 
urer, and president, Lorain Cotnty 
Savings and Trust Company, Elyria, 
Ohio. Other guests were S. Sloan Colt, 
president, Bankers Trust Company, 
and president, New York State Bankers 
Association; and Federal Judge John 
C. Knox, New York. 

H. Donald Campbell, president of 
the Chase National Bank, presided. He 
was introduced by Daniel F. O’Meara, 
president of the Chapter and assistant 
vice-president, Public National Bank 
and Trust Company. 

In addition to Judge Knox, who was 
enthusiastically applauded when he 
said: “IT am an adherent of capitalism”, 
the speakers at the dinner included Mr. 
Fleming and Mr. Colt. Mr. Fleming 
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[vo annual Forum Dinner of New 


outlined some of the changes that have 
recently taken place in commercial bank- 
ing, mentioning the numerous emer- 
gency financial agencies of the Govern- 
ment and provisions of the Banking Act 
of 1935. He also spoke of the American 
Institute of Banking and the Graduate 
School of Banking as “a great univer- 
sity working in the field of finance and 
economics.” 

Mr. Colt reviewed some of the con- 
clusions reached in the report of the 
state association’s Commission for Study 
of the Banking Structure, - entitled 
“Banking Developments in New York 
State, 1923-1934.” The commission 
found that five principal issues had been 
raised by banking developments in the 
period: the changing character of bank 
assets, the growth of time deposits in 
commercial banks, the need of adequate 
capital funds as a protection to deposi- 
tors, changes in bank earning power, 
and branch banking. 

Mr. Fleming said he had recently 
seen statistics, which he believed to be 
accurate, showing that the Government 
agencies were at present extending 
credit in a volume that exceeded one- 
quarter of the total loans made by all 
the chartered banks in the country. 

“Where the Government has to con- 
tinue to function in such capacity,” he 
asserted, “‘it must be financed, and to a 
great extent it is the banks which must 
do the financing; hence, we find the 
situation where the Government is ex- 
tending credit to the public at a rea- 
sonable rate and, on the other hand, is 
financing itself, largely through the 
banks, at the lowest rates of interest we 
have ever known in our history. 


“You can see how this strikes right 
at the heart of bank earnings. It is my 
belief that the people prefer to deal 
with chartered institutions, carefully 
supervised by: national or state authori- 
ties, rather than directly with govern- 
mental agencies which cannot function 
as elastically as private organizations. 
Therefore, I believe bankers should ex- 
plore the possibility of handling these 
credits at a reasonable rate of interest to 
the public, thereby helping the Govern- 
ment to reduce its expenses and, in turn, 
augment bank earnings.” 

Changes in the practice of corporate 
institutions with respect to finance op- 
erations, Mr. Fleming said, indicated 
that commercial banks could not at 
present depend upon strictly commer- 
cial loans as the main source of earnings. 
He pointed out that the new banking 
law made improved real estate loans 
eligible as Federal Reserve collateral, 
and that first mortgage amortized real 
estate loans, under Title II of the Na- 
tional Housing Act, were particularly 
desirable in that they stimulated home 
construction and re-employment. 

Judge Knox said the banking profes- 
sion was faced with the necessity of 
“reselling the capitalistic system to the 
small investor and the man out along 
the concrete roads of the United States.” 

“Give these persons quality goods,” 
he said, “and you need have no fear 
what may be done in Washington.” 
He expressed a hope that the acts of 
bankers during the next ten years would 
“determine that banking shall be con- 
ducted by private interests rather than 
become a function of the national Gov- 
ernment.” 
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NEW BOOKS 


BALANCING THE ECONOMIC CONTROLS. 
By Russell Stevenson and Roland S. 
Vaile. The University of Minnesota 
Press, 1935. 86 pages. $1.50. 

The present volume represents a re- 
view of several studies conducted by the 
Employment Stabilization Research In- 
stitute of the University of Minnesota 
over a period of four years. 

There are four parts in the discus- 
sion. Presented first is a general inquiry 
on economic planning. Then various as- 
pects of separate industrial activities 


Managing 
THE PEOPLE’S 
Money 


By Joseph E. Goodbar 


A masterly analysis of American 
banking and economic ills. The 
practical remedies it proposes are 

evolutionary rather than revo- 
lutionary.” 
“This, in my opinion, is the most 
complete and up-to-date book 
published in 1935 on the bank- 
ing situation.” 

— Rocer W. Basson 


578 pages. $4.50 
YALE UNIVERSITY 
PRESS 


New Haven, Conn. 


are covered, followed by a discussion of 
the balance between governmental con- 
trol and free working of the price sys- 
tem. And finally, in the fourth part, a 
program of regional planning is pro- 
posed. 

The authors would have economic 
control and planning retained by the 
local community rather than assigned 
to the Federal Government and other 
central organizations. This, they hold, 
would enhance the flexibility of the 
price mechanism. 

Observations employed in the book 
are confined to the Minnesota area. 
While this may limit the work in certain 
ways, it provides in itself a very distinct 
advantage. The reader is shown actual 
conditions and is invited to visualize a 
system at work in a specific and defined 
region. 


THE PATH TO Prosperity. By Gilbert 
M. Tucker. Minton, Balch & Company, 
jointly with G. P. Putnam’s Sons, 1935. 
312 pages. $2.50. 

This book has a number of virtues 
and is a very readable argument for the 
principle that “that government is best 
which governs least.” 

An appeal is made for the return to 
ordinary every-day honesty without 
undue governmental intervention and 
supervision: 

“Discontinue as rapidly as possible 
all public relief, save perhaps that small 
proportion essential for protection, and 
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expend our moneys through the ordj- 
nary channels of trade, of course with- 
out any of the nonsense of fixing wages, 
doing it in such a way that the reab- 
sorption of labor will be through nor. 
mal industry, and do it on a business 
basis, seeking to encourage rather than 
discourage business, legitimate busi- 
ness, for to bring business back to nor- 
mal is the surest means of providing em- 
ployment.” 

The 312 pages contain no more than 
three tables and less than 50 figures, 
This is a helpful feature for the present 


purpose. 


AMERICAN NEUTRALITY. By Charles 
Seymour. Yale University Press, 1935. 
187 pages. $2.00. 

Mr. Seymour’s study is timely, for 
one direct ramification of the present 
universal unrest is our own recent legis- 
lative measures designed to keep Amer- 
ica out of possible future conflicts. 

The value of Mr. Seymour’s contri- 
bution lies mainly in its lucid treatment. 
Intangible generalities are just as much 
avoided as are irrelevant details. The 
case of America and the late war is laid 
before the reader, with events leading 
to our entrance into the conflict mar- 
shalled logically and in sequence. It be- 
comes a relatively easy matter to follow 
the concluding propositions of the 
author. Failing to find anything but 
futility in temporary and limiting legis- 
lation and restrictive embargoes, he 
advises constant cooperation with other 
states to prevent war whenever or 
wherever it appears imminent. 


MANAGING THE PEOPLE’s Money. By 
Joseph Ernest Goodbar. Yale Univer- 
sity Press, 1935. 578 pages. $4.50. 

A great deal of study has gone into 
these pages. Books, magazines, news- 
papers, reports, court decisions, statu- 
tory documents and legislative dis- 
cussions have all variously and freely 
been tapped for source material. The 
aim, Mr. Goodbar points out, has been 
to build up, out of experience, facts and 
theory, a set of standards which may 
help to bring about intelligent criticism 
and reform of banking policies and laws. 

It would seem the book does not fail 
in its aim. Its wealth of information 
should provide helpful guidance through 
the intricacies of banking and finance. 

An interesting feature, appended to 
the main text, is a short discussion of 
John Maynard Keynes’ “fundamental 
equations.” These are here, at long last, 
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brought to light in their simplest form 
and should prove illuminating to every 


reader. 


MutuaL SAVINGS BANKS IN BALTI- 
yorE. By Robert W. Thon, jr. The 
Johns Hopkins Press. 100 pages. $1.25. 

Mr. Thon’s new contribution to our 
growing literature on mutual savings 
banking is a simple but informative 
exposition of the case of the mutuals in 
his city. The text is supported by a 
selection of pertinent tables and charts, 
the latter mainly devoted to the invest- 
ment and earnings phases of the savings 


banks. 


BANKING DEVELOPMENTS IN NEw YORK 
SraTE, 1923-1934. Report of the Com- 
mission for Study of the Banking Struc- 
ture, New York State Bankers Associa- 
tion, 33 Liberty Street, New York, 
N. Y., 1935. 157 pages. 

This is an able, critical analysis of 
bank operating activities, prepared by 
bankers, with a view to finding a solu- 
tion to the important problems and 
issues that confront them in a period of 
major economic change. 

Covering the decade that culminated 
in the banking holiday of 1933, it pre- 
sents facts and raises questions which, 
as the foreword states, “present a chal- 
lenge to bankers.”” Some of the material 
points “in the general direction of a 
solution to our problems if the bankers 
themselves will start at the foundation 
and build a stronger structure.” 

The report, resulting from more than 
a year of work by the commission, 
comprises five chapters of text and an 
appendix of 76 statistical tables. The 
data relate to national banks and state 
commercial banks and trust companies 
in the state outside of New York City; 
figures for the latter were omitted be- 
cause it was decided that the banks 
there largely reflect national and in- 
ternational banking transactions and 
therefore are not strictly comparable 
with figures for the rest of the state. 
Savings banks are not included. 

The commission has not recommended 
specific changes in the banking struc- 
ture or in banking practice. Rather, it 
has summarized, forcefully and point- 
edly, the more prominent facts revealed 
by its intensive study, and has listed a 
number of pertinent, practical ques- 
tions for study and discussion by in- 
dividual bankers and local groups. 

In summarizing its findings the com- 


mission names the following as the prin- |. 


cipal issues raised by banking develop- 
ments of the past 11 years: (1) The 
changing character of bank assets; (2) 
the growth of time deposits in com- 
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mercial banks; (3) the need of adequate 
capital funds as a protection to deposi- 
tors; (4) changes in earning power of 
banks; (5) branch banking. Each of 
these points is discussed in the report. 

With regard to bank assets, the com- 
mission finds that the proportion con- 
sisting of investments, real estate loans 
and collateral loans—called capital as- 
sets for purposes of convenience—has 
been steadily increasing, while the pro- 
portion comprising unsecured loans has 
diminished. One inevitable conclusion 
from this trend is that “the element of 
quality is of supreme importance”’, for 
the extent to which capital values may 


shrink during depressions is now ap- 
preciated. “As long as prices are rising 
and business is growing, banks can carry 
on with assets of secondary quality and 
perhaps make large profits, but the day 
of reckoning always comes when the 
economic trend changes. These periodic 
reverses must be expected, and the 
bank that fails to recognize this fact in 
the selection of its assets does not 
weather the storms.” 

The question, however, “is even 
broader than the matter of the safety 
of banks. It raises the entire problem of 
economic stability.” In periods of rapid 
business growth the excessive expan- 
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sion of bank credit often provides an 
unhealthy stimulus, with the result that 
swings in the cycle are larger than they 
otherwise would be. “In other words, 
the banks have often contributed to the 
condition which ultimately led to the 
collapse in values and the depreciation 
in bank assets. . . . When reserves are 
plentiful and banks follow the practice 
of making loans and investments of all 
types in a broad way the necessity for 
setting up rigid standards of quality or 
some other check to prevent unsound 
credit expansion is evident.” 

The growth in capital assets, says the 
commission, has been in a way related 
to the growth in time deposits, which 
now have become nearly 60 per cent of 
total deposits in New York State com- 
mercial banks outside New York City. 
The study notes the keen competition 
for deposits during “the struggle of 
banks for size’’, and the large propor- 
tion of gross earnings paid out in inter- 
est on deposits, averaging more than 40 
per cent over a period of years for the 
commercial banks covered by the re- 
port. It has been seen, however, that in 
fact and practice, time deposits are 
“little different from demand deposits 
in times of stress. The real problem 
which faces individual banks and the 
whole banking system is how best to 
provide protection from a serious de- 
cline in asset values. The difficulty is 
accentuated by a lack of adjustment 
between assets of a long term nature 
and liabilities which are payable on 
demand. The banks are not only guar- 
anteeing the investment of the public’s 
funds, but they are including in that 


guarantee an obligation to convert these 
investments into cash practically on 
demand. The banks assume the burden 
of any depreciation.” Although in many 
communities the commercial bank is 
the only available institution through 
which the public’s savings can be in- 
vested, the commission says it is a ques- 
tion “whether the commercial banks 
have been doing a savings bank business 
without following the rules and stand- 
ards essential in that business.” 

In the matter of adequate capital 
funds, the study points out that al- 
though much has been done in writing 
off accumulated losses, “the process of 
reconstructing portfolios has probably 
not yet been completed.” Many banks, 
at the same time, “still have the capital 
funds supplied by the Government, 
which are proving burdensome under 
present conditions of abnormally low 
earnings. This process of rebuilding the 
capital structure and paying off the pre- 
ferred stock, debentures, etc., is proving 
to be slow and difficult for many insti- 
tutions because of the continued decline 
in current operating earnings. Further- 
more, as Government credit expands 
the deposits of the banks increase, thus 
accentuating the problem of capital 
funds.” 

In discussing the change in earning 
power, the commission reports that in 
1934 barely a third of the state banks 
had any net income, after accumulated 
losses and charge-offs. Interest on de- 
posits is still by far the heaviest item of 
expense, and will probably continue in 
that status, despite a recent reduction 
to 2 per cent. “Banks cannot continue 
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to pay out so much for deposits which 
they cannot lend or invest profitably 
and safely. This is especially true jp 
view of the added cost of the annual 
assessment for deposit insurance. Ap. 
other possible method of meeting the 
situation is to increase service charges, 
which have already been adopted by a 
large number of banks.” 

On the subject of branch banking, the 
commission says: “Many banks have 
found it exceedingly difficult to reduce 
costs sufficiently to live within the ip- 
come from available suitable loans. We 
may ask whether branch banking is the 
answer to such situations. It is claimed 
by the advocates of branch banking 
that branch systems are much better 
equipped to handle investments than 
the small unit banks.” 

The commission proposes to follow 
this report with a questionnaire to 
members of the state association for the 
purpose of obtaining further informa- 
tion and viewpoints from individual 
bankers and local groups in order that 
local conditions may be given due weight 
in determining future policies. 


THE BANK CHARTERING HIstTory AnD 
POLICIES OF THE UNITED STATES, 
Economic Policy Commission, Ameri- 
can Bankers Association, New York, 
1935. 48 pages. 

This valuable study, made under the 
direction of the Commission Chairman, 
Leonard P. Ayres, vice-president of the 
Cleveland Trust Company, presents 
facts, figures and conclusions bearing 
on a problem that is important to the 
public as well as to banks. It gives, as 
Robert V. Fleming, President of the 
Association, says in a foreword, “an 
impressive revelation of how great a 
part mistaken public policies in the 
chartering of banks in the United States 
played in creating the unsound banking 
structure which finally collapsed with 
the bank holiday in March 1933.” 

The study presents a review of state 
and Federal bank chartering policies; a 
detailed analysis of the number of 
banks relative to population, by states; 
an analysis of the factor of size of capi- 
tal and size of home locality in the bank 
failure record; a comparison of bank 
failures, by states, with the numbers of 
persons per bank in the same areas, and 
the numbers of charters issued; a review 
of a study of the question as to the 
number of persons and volume of busi- 
ness required to support banking facil- 
ities; and an analysis of returns from a 
questionnaire sent to state bank supet- 
visory officials regarding the adequacy 
as to numbers of the present banking 
structure. 
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Mathematics at Work 


ANKING is not so mysterious, now, 
to the mathematics pupils at the 
high school in Otsego, Michigan. They 
have been behind the scenes in the 
State Savings Bank and they know 
what happens to the money they hand 
the teller when they make a deposit. 
Also, they have learned something 
about checks, loans, interest, and the 
safeguards that surround the dollars 
they entrust to the bank’s keeping. 
Their visit to the institution was the 
result of an invitation extended by H. 
G. Vincent, cashier at the State Sav- 
ings, who suggested to the superintend- 
ent of schools, Harry Rigg, that a first- 
hand view of mathematics at work 
might be interesting and instructive to 
the young people. So one recent Friday 
afternoon 30 students accompanied by 
their teacher, Hugh Myers, went to the 
bank for a laboratory course. 
The Otsego Union reported their ex- 


perience during the lesson as follows: 

“A new bank was _ theoretically 
formed by these pupils and the funda- 
mentals of loans and deposits were 
discussed at some length and in a 
thoroughly understandable manner. 
Considerable interest later attached it- 
self to the operations of posting checks 
and deposits and the cashier answered 
freely any and all questions put to him. 

“Some of the expenses involved in 
equipping and operating a financial in- 
stitution became quite evident, and 
particular attention centered upon the 
mechanism of the mammoth vault 
door, the big safe and the safety de- 
posit boxes, with their double lock 
features, contained within the vault. 

“Each one, before leaving the bank, 
handled a bundle of currency contain- 
ing over $7,000, and also lifted a $250 
bag of pennies and a box containing 
$100 in half dollars. 


Congress 


(CONTINUED FROM PAGE 27) 


opinion is already voiced over the ap- 
propriations to be made for these pur- 
poses which may put the act to sleep 
and will at least open the whole ques- 
tion, including the fate of private pen- 
sion and retirement systems. It is now 
known, also, that pressure upon Con- 
gress by the projectors of the Townsend 
old age pension plan is increasing, with 
the result that serious discussion of the 
scheme in Congress seems unavoidable. 
The Townsendites present a far more 
serious threat than they have been given 
credit for within and without Congress. 

The utility holding company act also 
is in the fire, with all but a few of the 
companies concerned refusing to regis- 


the usual grist of bills good, bad and in- 
different, few of which may reach seri- 
ous consideration between the anxiety 
of legislators to get away to their po- 
litical fences and the matters of tre- 
mendous national importance which 
they cannot dodge. 
GrorGE E. ANDERSON 


“*These young men and women,’ 
said Mr. Vincent, after the students 
had left, ‘will soon fill the executive 
positions now held by their elders in the 
business world. If we can in any way 
contribute to their knowledge or con- 
cept of this business of banking, so as to 
insure a better understanding of it, then 
we have accomplished something worth 
while for all of us.’” 


DIVIDENDS 
ARMOUR 480 COMPANY 


(ILLINOIS) 


On November 22 a quarterly 
dividend of one dollar and fifty 
cents ($1.50) per share on the 
$6.00 prior preferred stock and a 
dividend of one dollar and fifty 
cents ($1.50) per share on the 7% 
Preferred stock of the above cor- 
poration were declared by the 
Board of Directors, both payable 
January 2, 1936, to stockholders 
of record at the close of business 
December 10, 1935. 

E. L. LALUMIER, Secretary 


ARMOUR 4x0 COMPANY 
OF DELAWARE 


On November 22 a quarterly 
dividend of one and three-fourths 
per cent (134%) per share on the 
preferred stock of the above cor- 
poration was declared by the 
Board of Directors, payable Jan- 
uary 2, 1936, to stockholders of 
record at the close of business 
December 10, 1935. 

E. L. LALUMIER, Secretary 


GMAC SHORT TERM NOTES 


ter in the expectancy that the measure 
would soon be declared unconstitu- 
tional by the Supreme Court. The long 
fight to pass this act in the first place 
does not promise short treatment of 
any attempt to revise it in the light of 
any Supreme Court decision. Possible 
voidance of some features of the Guffey 
Coal Act may open the whole question 
of labor legislation, especially the mat- 
ter of a 30-hour week, which is by no 
means dead. Legislation to supplant or 
supplement the Neutrality Act, expir- 
ing in February, opens up that field. 
Other controversial issues are on the 
books, such as ship subsidy legislation, 
amendments to the pure food laws, and 
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available in limited amounts 
upon request 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET ~ New York, N. TY. 
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Government Banking 


Washington, D.C. 
E Federal Government, as the world’s greatest 
[enter seems to have set a limit to its legislative credit 
creations, and, with one exception, the coming session 
of Congress will very probably authorize no new activ- 
ities. The amount of credit put out by the various lending 
institutions is likely to show an increase during the next 
few months as current credit or refunding programs are 
wound up, but, with the total assets of these agencies at 
$11,643,401,196 as of November 1, the 50 or 60 million 
dollars of new credit granted from month to month seems 
comparatively small. 

Legislation in the coming congressional session will tend 
to ease conditions on which outstanding credit has been 
granted, particularly in the reduction of interest rates and 
the lengthening of maturities in some cases. There is nothing 
to indicate an early decrease in outstanding Government 
credit; rather, the indications are that in most lines liquida- 
tion will be a slow process. In the principal lines of Gov- 
emment banking, such as the permanent farm credit 
institutions, there is no prospect of any decrease whatever. 
Four billion dollars probably may be taken as a minimum 
of future outstanding loans by permanent agencies. The 
maximum depends upon development of several concerns, 
such as the home loan bank system, and whether or not 
private lending will be resumed in adequate volume. In the 
meanwhile and under the best of conditions there is little 
prospect that the volume of outstanding Government or 
quasi-Government credit for private use will fall below 
seven billion dollars or so in the next ten years. 

One possible addition to Government banking activities is 
a revolving fund of $1,050,000,000 for the purpose of ena- 
bling the cotton tenant farmers, the “share croppers,” of the 
southern states and farmers in a similar position in other 
parts of the country to purchase and equip the lands they 
now cultivate. The plan is to organize a new Government 
corporation, known as the “ Farmers’ Home Corporation,” 
with a Government-subscribed capital of $50,000,000 and a 
bonding limit of a billion dollars, for the purpose of buying 
up land now occupied by tenants and equipping and stocking 
it and reselling it to tenants at cost. There would be little 
or no down payment. Amortization would run up to 60 
years and interest would be 3% per cent plus enough to pay 
the corporation’s expenses 


THE BANKHEAD PLAN 


THIS plan is proposed in the Bankhead bill which passed 
the Senate by a comfortable margin and is now pending in 
the House, where it enjoys preferential position on the 
calendar and needs only House action to be sent to the 
President for his approval, which recent presidential utter- 
ances seem to indicate will be forthcoming. The measure 
undoubtedly has its good points. Primarily it seeks relief 
and a better chance in life for a class of people which, all 
things considered, represents the most submerged section of 
the nation’s population. Fifty-eight per cent of all farm land 
and 71 per cent of all cotton land in the South is farmed by 
tenants, mostly in small holdings, under conditions which 
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keep them constantly in debt to their landlords, who in turn 
are usually in debt to banks in a never-ending round of 
credit which restricts development and retards prosperity 
for all concerned. Cotton crop restriction, moreover, has 
emphasized these conditions to a point where all investi- 
gators agree that something must be done to stop what has 
come to be nothing less than a national scandal. 

To set up another Government loan system under the 
Bankhead plan, however, involves another Government 
corporation, more tax-raised capital from the Federal Treas- 
ury, an increase of a billion dollars in tax exempt securities 
fully guaranteed by the Government and an increase in 
outstanding farm loans bearing rates of interest which 
private lenders cannot well meet—in other words, increasing 
Government competition with banks and other private 
lending agencies. 


GOVERNMENT INTEREST RATES 


WHAT promises to demoralize private lending is the interest 
rates granted borrowers by these Government institutions. 
This has become a very pressing issue because of the efforts 
now being made to bring all mortgage lending rates still 
lower, not merely as a matter of emergency lending but as a 
permanent feature of the entire credit system. 

Lowering of interest rates, especially on agricultural credit 
and home mortgage loans, has been a policy of the Govern- 
ment for the past score of years, culminating in the special 
efforts in that direction made since the beginning of the 
business depression. The movement has reached its high 
point in the arbitrary lowering to 3% per cent of the rate on 
mortgage loans of the Federal land banks by action of Con- 
gress, a temporary measure of relief which it is now proposed, 
apparently with Administration approval, to make perma- 
nent. Such a rate, even under present easy money condi- 
tions, not only means the demoralization of all private farm 
mortgage lending but, if permanent, would also mean the 
subversion of the land bank system. The present situation 
is wholly artificial and any attempt to found a permanent 
policy upon it is bound to result disastrously. 

Successful operation of the land banks, of course, depends 
upon the margin between the rate of interest on its bonds 
and that on its loans which, under the law, cannot exceed 
1 per cent. Up to July 1933 the mortgage loan rates ranged 
from 5% to 6 per cent, the latter being the maximum under 
the law. Between July 1933 and April 1935 the rate was 5 
per cent. On April 1, 1935, it was reduced to 4% per cent, 
on April 10, 1935, to 4144 per cent and on June 24, 1935, to 
4 per cent. These successive reductions were made possible 
by sales of consolidated land bank bonds at 314 and 3 
per cent, largely because the Government put additional 
capital into the land banks. Later the law was amended to 
provide that, regardless of the interest rate stipulated in 
the outstanding mortgages held by the banks on May 12, 
1933, or made by them thereafter, the interest rate should 
not exceed 314 per cent until July 1, 1936, and 4 per cent 
until July 1, 1938. After that the rates specified in the 
mortgages will again come into play. Loans placed otherwise 
than through the national farm loan associations bear arate 
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one-half of 1 per cent higher than the rates thus specified. 

To cover the losses these rates entail upon the land banks, 
Congress has appropriated a total of $58,950,000, of which 
$22,762,709 had been paid the banks up to September 30, 
1935. The latter amount, however, is‘only a part of the loss, 
since Congress, in order to enable the banks to meet the 
strain, has been compelled to appropriate in all over a 
quarter of a billion dollars as additional capital and paid-up 
surplus for these institutions. On September 30, 1935, the 
capital of the banks owned by the Government amounted 
to $123,097,895 and the paid-in surplus actually advanced 
amounted to $87,897,893. Previous to the depression it was 
thought that a land bank which did a business of $100,000,- 
000 or more could operate on a margin slightly less than the 
1 per cent allowed by law, but the depression demonstrated 
that, counting loss due to delinquencies and consequent 
foreclosures, it could not operate successfully even on the 
full margin under abnormal conditions. 


H.O.L.C. FINANCES 


AT present the land banks are able to market 3 per cent 
bonds at slightly less than par, so that with the aid given by 
the Government in the way of additional capital and paid-in 
surplus they could probably operate without loss on the 
basis of a 4 per cent mortgage loan rate. To reduce the rate 
permanently to 3% per cent, however, would entail annual 
losses and gradually undermine the soundness of the whole 
land bank system. 

With land bank rates at 31% per cent, the next step, in- 
evitably, is a reduction in the 5 per cent rate now charged 
by the Home Owners’ Loan Corporation on its home mort- 
gage loans, for which a movement in Congress is already 
under way. Perhaps it would be unfair to designate the pres- 
ent position of the H.O.L.C. as precarious, but it is at least 
evident that any reduction in the rate of interest charged on 
its mortgage loans would render the entire home mortgage 
refunding organization insolvent. The last H.O.L.C. financ- 
ing was done on the basis of 234 per cent interest, as against 
the 5 per cent it charges borrowers, but the average cost of 
its financing is around 3 per cent, thus providing a 2 per cent 
margin between incoming and outgoing interest rates. The 
corporation has a capital of $200,000,000 on which it 
transacts a business expected to reach at least $4,500,000,- 
000. The expenses of operating a collection system covering 
about a million mortgages amortized on a monthly basis is 
tremendous, while prospective losses due to delinquencies, 
about half of which are deliberate, promise to be heavy. Up 
to September 30 the corporation registered an apparent 
impairment of its capital in the amount of $29,679,805 as 
the result of the necessity of setting up reserves to cover 
delinquent principal and interest. This figure increases as 
the amount of delinquencies increases. It is expected that 
when the corporation’s business is fully stabilized by the 
closing of its loan activities the amount of assets held in the 
deferred class can better be appraised and its real position 
known. 


“A LIVING RATE” 


IN the meanwhile any reduction in the rate of interest it is 
permitted to charge borrowers would not only entail direct 
and immediate losses but would also prevent it from build- 
ing up reserves necessary to avoid later possible losses to the 
Government as a result of its vast refunding undertaking. 
Even under present conditions additional capital will 
probably be necessary, and in the coming or certainly in the 
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following session of Congress that body will be called upon 
to strengthen the system much as it has already strengthened 
the land banks. It is evident that both the land banks and 
the H.O.L.C. will be called upon to carry real estate in large 
amounts. As of September 30 the land banks held rea] 
estate valued in their accounts at $96,474,443, while they 
had $23,010,036 under sheriffs’ certificates, judgments and 
the like, and had granted extensions to delinquent borrowers 
in the amount of $41,691,795. The H.O.L.C. is finding it 
necessary to foreclose on one out of every 320 mortgage loans 
at present. The indications are that the corporation wil] 
probably be called upon to carry fully as much real estate 
proportionately as the land banks, involving at least half 
again as much money. This does not necessarily mean cor- 
responding losses in either case, since property held is, for 
the most part, good for the loans it represents. It does mean, 
however, that to prevent disastrous flooding of the real 
estate market this property must be held a long time, much 
of it more or less indefinitely, and the institutions must have 
money for the purpose. 

The lesson to be learned in both the land banks and the 
H.O.L.C. is that, while a low rate of interest may appear 
quite possible on the face of borrowing and lending rates, it 
is not consistent with the whole mortgage loan business. A 
living rate must be one which will not only give the lender a 
fair return on his money but which will also cover the losses 
inherent in this class of lending. To force rates of interest 
below the level established by competitive conditions af- 
fecting private capital in the several parts of the country is 
to shut private capital out of the business entirely. It is very 
doubtful whether the Government can lend money any more 
cheaply without loss in the long run than can private capital, 
in spite of cheap funds based on Government credit and the 
immense volume of business the Government agencies can 
do. When it attempts to do so it faces losses which must be 
paid by taxpayers and injures those institutions on which 
borrowers must ultimately depend, unless private credit is 
to be supplanted entirely by the socialized credit of the 
Government. 


BANK PREFERRED STOCK 


A RATHER significant matter is that when the Govern- 
ment lends to lenders it is not so considerate as when it lends 
to borrowers. Advances of the R.F.C. to banks, insurance 
companies and the like are at rather stiff rates of interest as 
compared with the 4 per cent charged farmer borrowers by 
the Commodity Credit Corporation—R.F.C.’s rather well 
grown child—on the A.A.A.’s corn loan program. On the 
other hand it appears that the R.F.C. is not at all anxious 
for the return of money advanced to banks in the way of 
subscriptions to preferred stocks. In a letter to bankers 
Jesse Jones indicated that the R.F.C. did not want to do 
anything that “would encourage further or hurried liquida- 
tion in the slower or more frozen assets of the banks or 
prevent lenient treatment of borrowers who are relying upon 
this character of assets for the payment of their debts.” 
This has been taken as a difference of opinion between 
the R.F.C. and the F.D.I.C., since Leo T. Crowley, in an 
address at New Orleans, advised bankers who could do so to 
retire R.F.C. obligations “as soon as practicable, as it never 
was the intention of the Administration to have the Govern- 
ment take the place of local investors.” As a matter of fact, 
both authorities agree that banks should retain the funds so 
long as the ratio of their capital to deposits is not amply 
sufficient. But there will be no question of the wisdom of Mr. 
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Crowley’s contention that so far as possible bank capital 
should come from local investors. With respect to preferred 
stock it may be relied upon that, so long as banks have 
difficulty in earning preferred stock dividends required by 
the R.F.C., the stock will be retired just as rapidly as safety 
permits. When preferred stock dividends are easily earned, 
local capital can readily be found to replace Government 
funds. 

Direct loans to industry and commerce for working 
capital by the Federal Reserve banks and the R.F.C. have 
reached a volume which commands respect, at least insofar 
as total loan agreements are concerned, although the 
amount of money actually advanced by the two agencies 
seems small as compared with the applications therefor. The 
two agencies are authorized to make these loans to a total of 
approximately $580,000,000—$300,000,000 by the R.F.C. 
and an amount equal to their reserves by the Reserve banks, 
roughly, $280,000,000. Up to the beginning of December ap- 
plications for loans received by the two agencies aggregated 
about $550,000,000. Figures as of the first of November, 
however, indicate that of the applications for approximately 
$530,000,000 up to that time only $212,424,000 had been 
approved, and actual outlays were only $92,101,000. 

The R.F.C. had authorized loans of $83,601,143 to 1,280 
businesses and had agreed to participations in 224 businesses 
to the extent of $10,444,635—a total of 1,504 authorizations 
and $94,045,778. Only $33,760,567, however, had been 
disbursed, and of that $1,435,598 had been repaid. Up to 
the same date the Federal Reserve banks had received ap- 
plications from 7,388 concerns for loans aggregating $299,- 
927,000. The industrial advisory committees of the banks 
had approved 2,083 of these loans, amounting to $126,192,- 
000, while the Reserve banks themselves had approved 
1,901 loans of $118,378,000. Of those approved, $32,719,000 
were outstanding in the way of direct advances, $27,057,000 
were outstanding as commercial bank loans which the 
Reserve banks had agreed to take over on demand of the 
banks, $13,357,000 had not yet been completed, $8,680,000 


had been advanced by commercial banks as their participa- 
tion in the loans and $36,565,000 had been cancelled, had 
expired or had been repaid. Of the latter amount, over 
$21,000,000 represented cancellations or withdrawals. What 
proportion of the latter represented an unwillingness of the 
borrowers to go ahead with their proposed undertakings is 
unknown, but apparently a large part, if not the larger part, 
represented cases where the borrowers, once they had se- 
cured commitments from the Reserve banks, had finally 
been able to obtain the funds they needed from the commer- 
cial banks without the intervention of the Reserve institu- 
tions. In the case of R.F.C. authorizations, where the lag 
between arrangements for the loans and the actual disburse- 
ment of the money is especially great, the proportion of 
loans finally secured from commercial banks is believed to be 
even larger than with the Reserve banks. 


DIFFICULTY WITH COLLATERAL 


THIS seems to be due, in part at least, to the advantage 
banks have in financing borrowers under the commitment 
system, although the R.F.C. also can make loans under 
similar arrangements if it so desires. It has been found that 
the chief difficulty which borrowers of this class have had in 
securing loans directly from commercial banks has been not 
so much their inability to furnish adequate security as the 
complicated nature of the security offered. All loans, either 
from the R.F.C. or the Reserve banks, must be properly 
secured, but since the security offered often includes real 
estate mortgages, life insurance policies, chattel mortgages, 
various sorts of slow security and all possible combinations 
of such collateral, which bank examiners are usually not 
inclined to approve, commercial banks hesitate to make the 
loans. In many cases, however, it is found that, after the 
situation has been thoroughly canvassed by the Reserve 
bank and its advisory committee or by the R.F.C., a con- 
solidation of the security offered can be effected and the loan 
placed in the usual manner. 
GEORGE E. ANDERSON 


Net outstanding R.F.C. loans to banks and trust companies on recent dates 
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A Survey 


PHYSICAL 
ESTABLISHMENT AUTHORITY LIFE ORGANIZATION MANAGEMENT 


Organized and char-|Farm Credit Act/This is a permanent|Maintains an office in|The Cooperative Bank Commissioner 

tered by Governor ofjof 1933 institution. Washington, D. C. of the Farm Credit Administration ap- 

Farm Credit Admin- pointed by the President, is chairman 

istration, June 16, of a board of directors of seven; the 

1933. other members of the board are named 
by the Governor of the Farm Credit 
Administration. 


COMMODITY |Created under lawsjAgricultural Ad-|Life is limited; corpo-|Maintains an office in Wash-|Operations are controlled by a board of 
CREDIT of Delaware, Octo-jjustment Act ofjration will function asjington, D. C. and a statu-|nine directors including the Secretary 
CORPORA- ber 17, 1933, in ac-|1933 and National|Government agency to/tory agent in Delaware, asjof Agriculture, the Governor of the 
TION cordance with Ex-|Industrial Recov-|April 1, 1937, or such|required by law; operates}|Farm Credit Administration, and the 
ecutive Order of ery Act of 1933. Jearlier date as Presi-|through certain designated|Administrator of the Agricultural Ad- 
October 16, 1933. dent may fix. agencies of the Reconstruc-|justment Administration; the corpora- 
tion Finance Corporation;|tion is supervised by the Reconstruc- 
83 employees are attached/tion Finance Corporation. 
to the Washington office. 


DISTRICT Organized and char-|Farm Credit Act/These banks are per-|12 banks are maintained in/The banks are supervised by the Co- 
BANKS FOR |tered by Governor ofjof 1933. manent institutions. |the 12 Federal Land Bankjoperative Bank Commissioner of the 
COOPERA- ___|Farm Credit Admin- District cities. Farm Credit Administration, appointed 
TIVES istration, June 16, by the President; their directors are 
1933. also, and ex officio, the directors of the 

Federal Land Banks. 


ELECTRIC Designated August/National Indus-|Corporation shall exist}Maintains a main office in|Operations are directed by a board of 
HOME AND 12, to continue func-|trial Recovery Act|until 2 years from date|Washington, D. C. and ajnine trustees; the officers are the three 
FARM tions of Electricjof 1933. of incorporation, or to|regional office at Chatta-|directors of the Tennessee Valley Au- 
AUTHORITY |Home and Farm Au- August 1, 1937. nooga, Tennessee; Author-|thority, appointed by the President 

thority, Inc. incor- ity may do business in any|with the approval of the Senate. 

porated in Delaware, state, but operations are 

January 17, 1934, in confined to the Tennessee 

accordance with Ex- Valley area; departmental 

ecutive Order, De- and field staff number about 

cember 19, 1933. 40. 


EXPORT- Incorporation pa-|National Indus-|Life is limited; institu-|Maintains an office in Wash-|Operations are controlled by a board of 
IMPORT pers filed in District/trial Recovery Actjtion will function asjington, D. C. with a staff of/11 trustees including the Secretary of 
BANK OF of Columbia, Febru-jof 1933. government agency to|30 employees; reviewing ap-|Commerce. 
WASH- ary 12, 1934, in ac- June 16, 1937, or such|praisers are maintained in 
INGTON cordance with Ex- earlier date as Presi-j12 Federal Land Bank Dis- 

ecutive Order of dent may fix. tricts. 

February 2, 1934. 


FARM Created by Execu-/Federal Farm|/This is a permanent|Maintains head office in|The principal officers are the Governor 
CREDIT tive Order, March/Loan Act of 1916,/organization; however,|Washington, D. C. and dis-|and the two Deputy Governors; others 
ADMINIS- 27, 1933. Farm Credit Actlits emergency crop and|trict offices in 12 cities; inJare the Land Bank Commissioner, the 
TRATION of 1933, and other/feed loans are a tempo-jeach is a Federal Land|Intermediate Credit Commissioner, the 
acts amendatory|rary feature. Bank, a Federal Intermedi-|Production Credit Commissioner, who 

and supplemen- ate Credit Bank, a Districtjadministers drought relief and emer- 

tary thereto. Bank for Cooperatives, algency crop and feed loans, the Coopera- 

Production Credit Corpora-|tive Bank Commissioner and the Direc- 

tion and a crop loan office.|tor of the Federal Credit Union Section 

—all appointed by the President. 


FEDERAL The first credit union|/Federal Credit|These are intended to/There are approximately|Management of each credit union is en- 
CREDIT was chartered by the|Unions Act of|be permanent organ-|600 chartered Federal|trusted to a directors’ board of not less 
UNIONS Farm Credit Admin-}1934. izations. Credit Unions with over|than five, a credit committee of not less 
istration on October 60,000 members. than three, and a supervisory commit- 
1, 1934. tee of three members; entire credit 
union system is supervised by the Di- 
rector of the Federal Credit Union Sec- 
tion of the Farm Credit Administration 
and by the Comptroller of the Cur- 

rency. 
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fiGovernment Banks 


(See Summary, page 84) 


LENDING FUNCTIONS TERMS RATES CAPITAL FUNDS OTHER FUNDS 


Discounts for District Coopera-/Physical facility|Prevalent rates are|Initial capital of $50,000,000 sub-|May issue debentures up to five 
tive Banks and _ supplementsjloans must be repaid|2, 3, and 4 per cent,|scribed by the Governor of the/times the paid-in capital and surplus; 
them in loans to farm coopera-|before 20 years; other|depending upon the|Farm Credit Administration from|this license has not yet been utilized. 
tive associations; bank hasjloans are repaid atjcharacter of thejthe Agricultural Marketing Act 
taken over lending activities of|the end of the par-jloans; rates cannot/Revolving fund; this was later 
Federal Farm Board underjticular marketingjexceed 6 percent. jaugmented with an _ additional 
Agricultural Marketing Act re-|seasons. subscription of $25,000,000; addi- 
volving fund. tional capital is provided by the bor- 

rowlng cooperative associations. 


Lends to producers of cotton,/The loans are sea-|The rate is 4 per cent|Entire capital stock of $3,000,000/The Reconstruction Finance Cor- 
corn, gum turpentine, and gum|sonal in characterjon direct loans and 3}is subscribed jointly by the Gov-jporation has advanced the funds for 
rosin under a policy aimed tojand do not usually|per cent plus 1 perjernor of the Farm Credit Admin-|the cotton, corn, gum turpentine 
further the Agricultural Adjust-|exceed 6 months. cent discount onjistration and the Secretary ofjand gum rosin loans. 
ment Administration production loans through banks/Agriculture on behalf of the United 
control. and other agencies. |States from an allocation of $100,- 

000,000 for carrying out the Agri- 

cultural Adjustment Administration 

program. 


Lends to national, regional and|/Physical facility|Prevalent rates arejInitial capital of $3,000,000 for|/The banks may not issue debentures; 
local farm cooperative associa-|loans must be repaid]2, 3, and 4 per cent,!each bank, subscribed, and paid-injfunds are however obtained by dis- 
tions; banks have taken over the/before 20 years;|depending upon the|by the Governor of the Farmjcount with the Federal Intermediate 
lending functions of the Federallother loans are us-lcharacter of the/Credit Administration from the|Credit Banks. 

Farm Board under the Agricul-jually repaid at thejloans; rates cannot/Agricultural Marketing Act re- 


tural Marketing Act revolvingjend of the particularjexceed 6 per cent. 
fund; loans are operating, com-|marketing seasons. 
modity and physical facility. 


Finances through dealers con-|Financing runs from|Rates are based on 
sumer purchases of electrical/3 months to 4 years.|E.H.F.A. payment 
appliances and plumbing equip- tables. 

ment. 


volving fund; additional capital is 
provided by the borrowing coop- 
erative associations. 


The directors hold jointly in the/The Reconstruction Finance Cor- 
name of the United States capital|poration has extended credit of up 
stock of $1,000,000 allocated under|to $10,000,000. 

the National Industrial Recovery 

Act to Electric Home and Farm 

Authority, Inc.; the amount was 

allotted in January, 1934, by the 

Federal Emergency Administra- 

tion of Public Works. 


Performs a general banking|Loans vary from less/The bank stipulates/$1,000,000 common stock is sub-/The bank is authorized to borrow 


business; purchases, sells, nego-|than 180 days up tojreasonable _ 
tiates and discounts to promotejfive years. and rates of interest. 
foreign trade. 


While variously coordinating|/The crop and feed|Rates on drought re- 


credit facilities for agriculture,|loan matures nor-|lief and crop and 

the Governor extends drought|mally within 12|feed loans are 5% 

relief and makes direct emer-|months. per cent; charges on 

gency crop and feed loans. other loans conform 
to prevailing market 
rates. 


Members are granted loans in|Loans are made for|Each credit union 


connection with thrift pro-jnot longer than twojdetermines its own 
gtams; unsecured loans may notlyears. rates, but charges 
exceed $50, and no loans may may not exceed 1 per 
exceed $200 or 10 per cent of cent per month on 
unimpaired capital and surplus, unpaid balances. 
whichever is greater. 


charges|scribed by the United States fromjadditional money with the approval 


an allocation authorized by theljof the Secretary of the Treasury, but 
National Industrial Recovery Act;}no funds have been raised in this 
$10,000,000 preferred stock are|manner. 

subscribed by the Reconstruction 

Finance Corporation. 


$60,000,000 have been authorized by 
Congress for crop and feed loans in 
1935 and have been advanced by the 
Reconstruction Finance Corpora- 
tion; $525,000,000 were appropriated 
for drought relief on June 19, 1934. 


Members of the credit unions each|Funds are further obtained by loans 
purchase at least $5 worth of share/from the Reconstruction Finance 
capital. Corporation. 
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NAME 


FEDERAL 


EMERGENCY'statute, June 16,/trial Recovery Act|will function to June/Washington, D. C.; Stateljof nine directors including the Atto 


ADMINIS- 
TRATION 
OF PUBLIC 
WORKS 


FEDERAL 
FARM 


PHYSICAL 
ESTABLISHMENT AUTHORITY LIFE ORGANIZATION MANAGEMENT 


Created by specific|National Indus-|Life is limited; agency|Maintains a main office in}Management is in the hands of a board 
1933. of 1933. 30, 1937; the Publiciand engineer-inspector of-|General, the Secretary of Agoda 
Works Emergency/fices are maintained through-|the Secretary of Commerce, the Secre. 
Housing Corporation,jout the United States andjtary of Labor, the Director of the 
created November 29,/Possessions; the depart-/Budget, and the Secretary of the In. 
1933, is now in process|mental staff numbers about|terior; the latter is the chairman. 
of liquidation. 2,150, and the field about 
1,400. 


Created by specific|Federal Farm/|Corporation will have|Maintains an office in Wash-|Management is in the hands of a board 
statute, January 31,|Mortgage Corpo-|succession until dis-jington, D. C.; 12 farm loanjof directors whose members include the 


MORTGAGE 6/1934. ration Act of 1934|solved by act of Con-|registrars are maintained at|Secretary of the Treasury, the Land 


CORPORA- 
TION 


FEDERAL 


and Emergencyjgress. the several Federal Land/Bank Commissioner, and the Governor 
Farm Mortgage Banks. of the Farm Credit Administration; the 
Act of 1933. latter is the Chairman. 


Created under spe-/Federal Home|While these are emer-|There are 12 banks, each lo-|Each bank has a board of 12 directors, 


HOME LOAN (cific statute, July 22,/Loan Bank Act ofjgency institutions they|cated in a designated dis-|four of whom are named by the Federal 


BANKS 


FEDERAL 
HOUSING 
ADMINIS- 
TRATION 


FEDERAL 
INTER- 
MEDIATE 
CREDIT 
BANKS 


FEDERAL 
LAND 
BANKS 


FEDERAL 
PRISON 


INC. 


1932. 1932, Home Own-|have indefinite _life;|trict city; approved mem-|Home Loan Bank Board; the latter is 
ers’ Loan Act ofjloans to member insti-|ber institutions number|composed of five directors, all named 
1933, and otherjtutions are authorized|more than 3,000, of whom|by the President, with the consent of 
acts amendatorylup to July 1, 1936. 1,002 are Federal Savings|the Senate; the chairman of the Board 
and supplemen- and Loan Associations;lis designated Governor of the Federal 
tary thereto. there are 234 employees at}]Home Loan Bank System. 
the Board in Washington. 


Created by specific|National Housing|/While this is an emer-|Maintains a main office in/The management is in the hands of the 
statute, June 27,/Act of 1934. gency agency, its life is) Washington, D. C.; main-|Federal Housing Administrator, who is 
1934. indefinite; loans eligi-jtained also are 12 regional,jappointed by the President; the Ad- 
ble for insurance must|1 deputy regional, 48 state,/ministration maintains a Division of 
be made before April 1,}15 district, 3 territorial of-/Mutual Mortgage Insurance and the 
1936. fices; more than 12,000|/Federal Savings and Loan Insurance 
lending institutions are ap-|Corporation. 
proved. 


Created under spe-|Agricultural Cred-|Permanent institutions.|There are 12 banks, each/The directors of the banks are also, and 

cific statute, Marchjits Act of 1923. located in a Federal Landiex officio, the directors to the Federal 

4, 1923. : Bank District city. Land Banks; the intermediate credit 
bank system is supervised by the Inter- 
mediate Credit Commissioner of the 
Farm Credit Administration, named 
by the President. 


Organized in March/Federal Farm|Permanent institutions.|There are 12 land bank dis-|Each bank has a board of seven direc- 
and April, 1917, un-/Loan Act of 1916, trict cities; in each is lo-|tors, three of whom are named by the 
der specific statute.|Emergency Farm cated a Federal Land Bank;|Governor of the Farm Credit Adminis- 
Mortgage Act of some 3,200 National Farm|tration; the land bank system is under 
1933, and other Loan Associations are mem-|the jurisdiction of the Land Bank Com- 
acts amendatory ber institutions of the land|missioner of the Farm Credit Adminis- 
and supplemen- bank system. tration, named by the President. 
tary thereto. 


Operations began on|Acts of Congress|This is a permanent|Maintains a main office/The management is in the hands of five 
January 1, 1935, injof May 27, 1930linstitution. with the Department ofjdirectors, all appointed by the Presi- 
INDUSTRIES, jaccordance with Ex-jand June 23, 1934. Justice in Washington,|dent; these directors represent indus- 


ecutive Order of De- D. C.; other offices arejtry, labor, commerce, and the Depart- 

cember 11, 1934. maintained at the severallment of Justice; the Commissioner of 
penal institutions through-|Industries is the Executive Officer. 
out the United States. 
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LENDING FUNCTIONS TERMS RATES 


Makes various loans and grants|/The loans are long-|3 per cent is usually 
for such governmental and pri-|term in character. |charged to borrow- 


CAPITAL FUNDS OTHER FUNDS 


$3,300,000,000 appropriated by the 
Fourth Deficiency Act of June 16, 


yate projects as are aimed to ing public bodies. 
increase employment. 


1933; $400,000,000 allocated under 
Emergency Appropriation Act for 
the fiscal year of 1935; National In- 
dustrial Recovery Act provides for a 
$250,000,000 Reconstruction Finance 
Corporation revolving fund; $340,- 
000,000 have been allotted from the 
$4,880,000,000 Work Relief fund. 


Finances loans by the Federal/Terms of commit-/Rates and charges/$200,000,000 capital subscribed by|Corporation may have, with the ap- 
Land Banks and the Land Bank|ments are relative tojon commitments are|the Governor of the Farm Credit|proval of the Secretary of the Treas- 
Commissioner, particularly for|those of the Landjrelative to those of|Administration in behalf of thelury, outstanding bonds of up to 
the refinancing of farm indebt-|/Bank Commissioner|the Land Bank Com-|United States from funds allo-|$2,000,000,000. 

edness; purchases, or exchangesjand the Federaljmissioner and the|cated by the Reconstruction Fi- 

own bonds for, bonds of the/Land Banks; prin-|Federal Land Banks.|nance Corporation. 

banks, and invests funds injcipal on mortgage 

mortgage loans of the Com-jloans is payable in 

missioner. 3 years. 


Lends to Federal Savings and|Maximum maturity|While determined by/The Secretary of the Treasury is|Banks may issue bonds, notes or de- 
Loan Associations, cooperativelis 20 years, but loans|the Federal Homejauthorized to subscribe capital of/bentures singly or jointly through 
banks, building and loan asso-|are usually repaid injLoan Bank Board,|$125,000,000 from allocation by|the Federal Home Loan Bank Board; 
ciations, homestead associations,|10 years. rates may not bejthe Reconstruction Finance Cor-|these obligations may not exceed 
savings banks, insurance com- more than legal,|poration; the government’s sharejfive times total paid in capital; Home 
panies and other home financing otherwise not morelin capital is automatically retired|Owners’ Loan Corporation is author- 
institutions. than 8 per cent; thejas member institutions each sub-lized to invest $50,000,000 in these 
minimum rate is 3jscribe $500 or less. obligations from a $300,000,000 fund 
per cent. at the corporation’s disposal. 


Insures institutions against|Mortgages to be in-/Rates on _ insured The Reconstruction Finance Cor- 


losses; lends to institutions|sured must mature|mortgages may not 
which are insured, and other-|within 20 years; de-jexceed 5 per cent, or, 
wise enters into loan agreements|bentures and certifi-lin some cases, 6 per 
with such institutions; insuresjcates of claim ma-|cent; rate on deben- 


poration is authorized to advance the 
necessary funds, but total liabilities 
of the Administration may at no 
time exceed $200,000,000; $10,000,- 


mortgages through its Mutual|ture in 3 years. tures and certificates 
Mortgage Insurance Fund; pay- ofclaimis maintained 
ment of insurance is through at 3 per cent; insur- 
issuance of debentures and cer- ance charged is from 
tificates of claim. ¥ of 1 to 1 per cent. 


000 have been made available by the 
corporation for the Mutual Mortgage 
Insurance revolving fund. 


Lends to cooperative marketing|Loans usually extend|Rates of discount|$60,000,000 combined initial cap-/The banks may issue, singly or 
and purchasing associations and|from 3 months tojmay not exceed ljital subscribed by the Secretary|jointly, collateral trust debentures up 
discounts for local financing in-jone year; 3 years|per cent of the lastjof the Treasury; the Governor of|to 10 times their paid-in capital and 


stitutions engaged in makinglis the maximum. 
loans to farmers; makes no 
loans to individuals. 


preceding deben-|the Farm Credit Administration|surplus to the investing public. 
ture issue rate. may take an additional block in 

behalf of the United States from 

the $40,000,000 revolving fund. 


Lends through National Farm|Minimum term for|Rates on _ indirect|$9,000,000 initial capital sub-/The banks may issue Federal Farm 
Loan Associations or otherwise|repayment is 5 years|loans are 314 perjscribed by the Secretary of the|Loan bonds singly or jointly up to 20 
with first farm mortgages asljand maximum termicent to July 1, 1936;/Treasury, later augmented by an|times their capital and surplus; these 
security; banks have assumedlis 40 years. 4 per cent to July 1,/additional $125,000,000; the gov-|bonds are absorbed by the Federal 
lending activities of the Joint 1938; 4144 per centjernment share is being retired|Farm Mortgage Corporation, the 
Stock Land Banks, now in thereafter; rates on|through subscriptions by borrow-|Reconstruction Finance Corpora- 
liquidation. direct loans are 14 ofjing associations. tion, and the investing public. 

1 per cent in excess 

of above rates. 


Funds are obtained from the sale of 
products to various governmental 
departments. 


Finances and operates prison|Commitments are|There are no statu- 
industries; output includes bas-|generally short term|tory limitations as 
kets, bags, mattresses, shirts,|in character. to rates or charges; 
shoes, brooms, and brushes. these are variously 
fixed at the discre- 
tion of the officers. 
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NAME 


FEDERAL 
RESERVE 
BANKS 


PHYSICAL MANAGEMENT 


LIFE ORGANIZATION 


ESTABLISHMENT AUTHORITY 


Loans to industry|Federal Reserve|The loans to industry|There are 12 Federal Re-|Beginning February 1, 1936, the Pregj. 
regulations adopted|Act of 1913 andljare intended as a per-|serve District cities; in each/dent will name seven members for the 
by Federal Reservejamendatory act of}manent feature of thelis located a Federal Reserve|Federal Reserve Board, none of whom 
Board June 26, 1934,/Congress thereto|/Federal Reserve Sys-|Bank; maintained also arejmay be the Comptroller of the Cyr. 
according to amend-lof 1934. tem, but the Board/25 branch banks and twojrency or the Secretary of the Treasury; 
atory act of June 19, may revoke this lend-jagencies, one of which isjeach bank has a board of directors 
1934, ing authority. located in Havana; thejelected by the member banks and each 

Federal Reserve Board is lo-}bank has an industrial advisory loan 

cated at Washington, D. C./committee to pass on loans-to-industry 

applications. 


FEDERAL 
SAVINGS 
AND LOAN 
ASSOCIA- 
TIONS 


Established by the|Home Owners’|While these are emer-|Thereare 1,002 associations;|While the management of the associa- 
Federal Home Loan|Loan Act of 1933.)gency organizations|a central office is main-|tions rests in local hands they are super. 
Bank Board under they have indefinite|tained at Washington, D.C.,}vised for the Federal Home Loan Bank 
specific statute, June life. under the Federal Savings|Board by the Federal Savings and Loan 
13, 1933. and Loan Division of the|Division. 

Federal Home Loan Bank 

Board; the personnel num- 

bers 61, of whom 35 are em- 

ployed as field organizers. 


HOME 
OWNERS’ 
LOAN 
CORPORA- 
TION 


Created by the Fed--Home Owners’|Lending operations|Maintains a main office at/The five members of the Federal Home 
eral Home Loan|Loan Act of 1933.|will end June 13, 1936;|Washington, D. C., a state|Loan Bank Board constitute the board 
Bank Board under dissolution by act of/headquarters in every state,|of directors of the corporation. 
specific statute, June Congress when corpo-ja number of branch offices 
13, 1933. ration has accom-jand 11 regional offices; em- 
plished purposes. ployees number 2,276 in 

home office, and 17,813 in 

regional, state and district 

offices. 


HOUSING 
DIVISION, 
PUBLIC 
WORKS 
ADMINIS- 
TRATION 


INLAND 


CORPORA- 
TION 


SIONER 


Created June 15,)National Indus-/Division deals with ac-|Maintains main office at/The management is in the hands of the 
1933, by the Federalltrial Recovery Act|tivities of limited ex-|Washington, D. C., and dis-/Public Works Administrator. 
Emergency Admin-jof 1933. istence; Emergency|trict and project offices in 
istration of Public Housing Corporation,|32 other cities including San 
Works. one arm of Division, is|Juan, Puerto Rico; the 

now in process of dis-/Washington staff numbers 

solution. 516 and the field staff num- 


Incorporated June 3,JAct of Congress,|Corporation will con-|Maintains main office at/The Secretary of War, as the incorpo- 
WATERWAYS|1924; reorganized|1924, as amended,|tinue functions until]/Washington, D. C., a cen-|rator and supervisor, names the chair- 


“business can be ad-ltral office at New Orleans,/man of the board; divisions of the cor- 
vantageously turnedjand freight offices in 12]poration are the Federal Barge Lines 
over to private capi-lother cities; the averagejand the Warrior River Terminal Com- 
number of employees for|pany, a subsidiary. 
1934 was 2,971. 


January 1, 1935. {1928 


Created by specific|/Emergency Farm/Commissioner may|Maintains an office at Wash-]The Land Bank Commissioner, respon- 
statute, May 12,lMortgage Act of|make loans up to Feb-lington, D. C.; the 12 Fed-|sible to the Governor of Farm Credit 
1933. 1933 and otherjruary 1, 1940. eral Land Banks act as|Administration, is named by the Presi- 
acts amendatory agents for the Commis-|dent; the Commissioner is assisted by 
and supplemen- sioner. three deputy commissioners. 
tary thereto. 


NATIONAL 
FARM LOAN 
ASSOCIA- 
TIONS 


Organized July 17,)Federal Farm|Life of associations is|There are more than 3,200|Being cooperative enterprises, manage- 

1916, under specific/Loan Act of 1916.]unlimited. National Farm Loan Asso-|ment of the associations rests in local 

mMatute. ciations. hands; they are, however, supervised 
and regulated by the Land Bank Com- 
missioner. 
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LENDING FUNCTIONS TERMS 


RATES 


CAPITAL FUNDS OTHER FUNDS 


Grant direct loans to industrial|Maturities on loans|Interest and discount|Member banks subscribe to the/Treasury is authorized to pay to the 


or commercial organizations as|may extend up to 
well as to financial institutions|five years. 

to furnish working capital for 

established industries or busi- 


nesses. 


rates, while set by 
the banks, are sub- 
ject to approval by 
the Federal Reserve 
Board; prevailing 
rates do not exceed 
6 per cent. 


banks a portion of such sum as may 
be represented by the amount paid 
by the banks for stock of the FDIC; 
payment is provided from receipts 
created by increment resulting from 
reduction of the weight of the gold 
dollar. 


capital. 


Provide local financing facilities; Repayments are gen- 
to relieve shortage of homejerally made in 
mortgage credit. monthly installments 
of from five to 20 
years. 


Rates are required 
to be maintained at 
a ‘“‘fair and reason- 
able basis”. 


Additional funds are obtained by 
borrowing at the Federal Home Loan 
shares to such an extent that its|Banks; the solvency of the associa- 
participation in any one association|tions is insured by the Federal Sav- 
will equal that of other share-jings and Loan Insurance Corpora- 
holders, but not exceed $100,000;|tion. 

when Treasury funds are ex- 

hausted for this purpose the Home 

Owners’ Loan Corporation may 

buy shares. 


The Treasury is authorized to buy 
preferred and full paid income 


Provides emergency relief for|Loans must be amor- 
mortgage indebtedness by ex-|tized in 15 years, 
changing its obligations forjbut extensions of 
liens on homes, and by making|time are granted in 
direct cash loans in certain|some cases. 


cases. 


Loans were originally made for|Maximum amortiza- 
limited dividend corporation|tion is 60 years for 
housing projects; loans are now|the Federal projects 
no longer being made; projectsjand from 25 to 35 
are entirely government de-lyears for the limited 
velopments, of which 45 perjdividend projects. 
cent of the cost constitutes an 

outright grant. 


The rates on the 


bond loans may not 
exceed 5 per cent 
and the rates on the 
cash loans may not 
exceed 6 per cent. 


Rates are 3 per cent 
for the Federal proj- 
ects and 4 per cent 
for the limited divi- 
dend projects. 


$200,000,000 capital subscribed/Corporation was first authorized to 
by the Secretary of the Treasury|issue bonds up to $2,000,000,000; 
in behalf of the United States/this was later raised to $3,000,000,- 
from funds made available by the|000, and later raised to $4,750,- 
Reconstruction Finance Corpora-|000,000. 

tion. 


$142,366,700 have been allotted to 
the Division under the National In- 
dustrial Recovery Act and the Emer- 
gency Relief Appropriation Act; 
other funds obtained by the Division 
are its revenues and rentals; allot- 
ments have been provided in part 
from the $4,880,000,000 Work Re- 
lief fund. 


Lends to municipalities to aid/There is no uniform|/Loans to municipal-|Initial authorized capital stock|Corporation may borrow for tem- 
in terminal construction and/length of time on thelities are in some in-|was $5,000,000; this was subse-|porary purposes up to 25 per cent of 
promote water transportation. |loans. stances made without/quently raised to $15,000,000;|value of assets; exercise of this au- 
interest; otherwise ajactually $12,000,000 have been/thority is unlikely with cash reserve 
rate of from 414 to Sjissued, all subscribed for andjnow at $3,500,000 and $3,000,000 
per cent is charged. jowned by the United States/still due on stock subscription. 
Government. 


The Reconstruction Finance Cor- 
poration has advanced, as authorized, 
$200,000,000 in addition to $100,- 
000,000 for loans to Joint Stock Land 
Banks; funds are also made avail- 
able by 'the Federal Farm Mortgage 
Corporation. 


Lending activities are similar to| Maximum maturity/The rate is 5 per 
those of the Federal Land Banksjon mortgage loansjcent on all loans. 
with the exception that second|is, in certain cases, 

mortgages are accepted as se-jand when secured by 

curity; the Commissioner has|property, 43 years; 

assumed lending activities of the|jotherwise the matu- 

Joint Stock Land Banks, now\rities extend up to 


in liquidation. 13 years. 


Endorse notes of individual|/The loans are both|Borrowing farmers|The Land Bank Commissioner|The associations may issue certifi- 
borrowing members and other-|short and long term,|will be charged 414|subscribes to capital stock of thelcates against deposits of current 
wise conduct administrative|depending upon their|per cent until Julyjassociations and the individual|funds for conversion into farm loan 
duties in the field connected|nature. The mort-|11, 1938, and 5 per|borrowers subscribe to 5 per cent|bonds. 
with the making and servicing|gage loans are retired|cent thereafter.|in stock of the amount of their 
of loans. after 5 years and be-|Rates for mortgage|loans. 

fore 40 years. loans are 6 per cent. 
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PHYSICAL 
NAME ESTABLISHMENT AUTHORITY LIFE ORGANIZATION MANAGEMENT 


NATIONAL _|Charter provided on|National Housing|Intended as permanent|None of these associations|While provided with Federal charter 
MORTGAGE |June 27, 1934, byjAct of 1934. organizations; Con-|has as yet been established.|these associations are intended to be 
ASSOCIA- specific statute. gress may order disso- privately organized; provision is made 
TIONS lution and Federal for control and supervision by the Fed. 

Housing Administrator eral Housing Administrator. 
may revoke franchise. 


PRODUC- Created by specific|Farm Credit Act/Permanent organiza-|There are more than 550 as-|While privately organized, these asso. 

TION statute June 16,lof 1933 and Na-|tions; loans for home|sociations in operation dis-|ciations are supervised by the several 

CREDIT 1933; they had been|tional Housinglalterations, repairs and|tributed throughout the|Production Credit Corporations and 

ASSOCIA- organized to serve alljAct of 1934. improvements sus-|country. _ fare under the jurisdiction of the Pro. 

TIONS parts of the country pended January 1, duction Credit Commissioner of the 
by the end of April 1936. Farm Credit Administration, appointed 
1934, by the President. 


PRODUC- Created by specific|Farm Credit Act/Permanent organiza-|There are 12 Production|The directors of the corporations are 

TION statute June 16,jof 1933. tions. Credit Corporations, eachjalso, and ex officio, the directors of the 

CREDIT 1933. located in a Federal Land|Federal Land Banks; the corporations | 

CORPORA- Bank District city; a cen-jare supervised by the Production Credit 

TIONS tral office is maintained in|Commissioner, who is appointed by the 
Washington, D. C. President. 


RECON- Organized February|Reconstruction|Life has been extended|Maintains head office in}Management is vested in a board of 
STRUCTION |2, 1932, under spe-jFinance Corpora-|to February 1, 1937;;Washington, D. C.; 32jdirectors consisting of the Secretary of 
FINANCE cific statute of Janu-|tion Act of 1932/disbursements mustlagencies are distributed|the Treasury (ex officio) and six others 
CORPORA- _fary 22, 1932. and acts amenda-jcome within 1 year onjthroughout the Unitedjnamed by the President upon advice 
TION tory and supple-|certain future commit-|States, and one is located injand consent of the Senate; an executive 
mentary thereto. |ments. Puerto Rico; there are ap-jcommittee consists of the chairman and 
proximately 3,500 em-jtwo other members of the board. 
ployees in the Washington 
and regional offices. 


RECON- Organized underjReconstruction|Life is not limited by/Maintains a main office in/The corporation is managed, incorpo- 
STRUCTION jlaws of Maryland|Finance Corpora-|charter or statute; how-|Washington, D. C.; opera-jrated, and controlled by the Recon- 
FINANCE March 14, 1935, by|tion Extension Actlever company mayjtions are carried on through|struction Finance Corporation. 
CORPORA- |the Reconstructionjof 1935. make loans only so long|the several agencies of the 
TION Finance Corpora- as capital is available|Reconstruction Finance 
MORTGAGE tion. or it can obtain addi-|Corporation; except for few 
COMPANY tional funds from RFC,|executives, company has no 

whose operations cease|employees; personnel is bor- 

on or before Februaryjrowed from the RFC. 


REGIONAL |Chartered on July|Emergency Relief[Now in liquidation;|Originally these corpora-|The corporations are supervised by a 
AGRICUL- 21, 1932, by the Re-land Construction|functions were as-|tions numbered 12; thereldirector in Washington, D. C.; for- 
TURAL construction Finance|Act of 1932. sumed by the Produc-jare at present 8 main of-|merly controlled by the Reconstruction 
CREDIT Corporation, under tion Credit Associa-|fices and 9 branch offices;/Finance Corporation, they are now 
CORPORA- _|specific statute. tions and Corpora-}1,415 full time employeesjunder the jurisdiction of the Governor 
tions on April 30, 1934.Jand 935 per diem inspectorsjof the Farm Credit Administration. 
were maintained at the end 
of 1934. 


RESETTLE- |Created April 30,/Emergency Relief|While this is an emer-|Maintains a head office|Management rests with a policy board 
MENT 1935, by Executive|Appropriation Act|gency organization it|with the Department ofjand an Administrator named by the 
ADMINIS- Order. of 1935. has an indefinite life. |Agriculture; there are 11|President; the Administration is under 
TRATION regions, each has a desig-|the jurisdiction of the Secretary of the 
nated city in which is lo-|Interior; the Administration maintains 
cated the office of the re-|divisions on Land Utilization, Rural 
gional director and adviser;|Resettlement, Suburban Resettlement 
the personnel numbersjand Management. 
12,089. 
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LENDING FUNCTIONS TERMS RATES CAPITAL FUNDS OTHER FUNDS 


Will relieve home financing by|Terms will be vari-|Rates will be vari-|Each association must have capital|Each association may issue securities 
acquiring and servicing mort- ously stipulated by ously stipulated byjoutstanding of at least $2,000,000jup to 12 times its stock outstanding, 
gages; will have no authority|the individual mort-|the individual mort-|paid in cash and $200,000 surplus|but not in excess of its aggregate 
to make original mortgage loans./gage contracts. gage contracts. for operations; the Reconstruction|supply of insured mortgages plus 
Finance Corporation is authorized|cash and government bonds held. 
to purchase preferred stock. 


Refinancefarmindebtednessand|Loans are usually/Rates may not ex-|Capital funds are provided in‘ part|Additional funds are obtained by dis- 
lend to crop producers and for/from three months|ceed 3 percent above|by the Production Credit Cor-|count with the Federal Intermediate 
the breeding, raising and fatten-|to one year; renew-|the Federal Inter-|porations and in part by the|Credit Banks. 
ing of livestock; are assuminglals may be made forlmediate Credit|borrowers (in the case of agricul- 
activities of Regional Agricul-la total of three years.|Banks’ discountjtural loans). 
tural Credit Corps. rates; the prevalent 
rate is 5 per cent for 
agricultural loans, 
and 6 per cent for 
housing loans. 
Assist in the organization of Dividend on capitaljCombined paid-in capital stock, 
the Production Credit Associa- stock purchased from|about $112,000,000, is all held by 
tions by providing most of their the associations is|the Governor of the Farm Credit 
capital. limited to 7 per cent.|Administration. 


Renders financial aid directly to}Allloans advanced to|Most loans are on a/The corporation has a capital/The corporation may have outstand- 
agriculture, commerce, indus-jindustry must be re-|basis of 4 per cent; at|stock of $500,000,000, fully sub-jing $3,750,000,000 in notes, deben- 
try, and financial institutions|paid before January|present preferred|scribed and paid-in by the Secre-|tures or bonds, plus certain addi- 
either through loans or by pur-}31, 1945; repayments|stock is being pur-|tary of the Treasury on behalf of|tional amounts if applied to specific 
chase of preferred stock; fur-lare made within|chased from banks at|the United States from appropria-|purposes; under practice now ordi- 
nishes funds to other govern-|three or five, or, inja dividend and in-|tion made by Congress under the|narily followed, the Secretary of the 
mental agencies or corporations|some cases within 10|terest rate of 334 per|terms of the Act. Treasury purchases in effect the 
through allocations. or more years de-|cent for the first five notes and obligations of the cor- 

pending upon thelyears and 4 per cent poration. 

nature of the loans.|after five years. 


Lends to distressed holders of|The period for which|The rate of interest|$10,000,000 capital stock is sub-|Additional funds are obtained by 
mortgages and certificates forjloans are made does|is 5 per cent; a dis-|scribed by the Reconstruction/borrowing at the Reconstruction 
new or completed construction,|not exceed 10 years.|count of 4 of 1 per|Finance Corporation. Finance Corporation. 

and for refinancing when se- cent is retained on 

cured by mortgages on income- purchases of insured 

producing properties. mortgages. 


Lent directly to farmers andjLoans were short|Rates of interest and|Combined capital stock amounts/The Reconstruction Finance Cor- 
stockmen for agricultural pur-jterm in character. |discount were fixed|to $44,500,000, all subscribed by/poration pays the operating ex- 
suits. subject to approval|the Reconstruction Finance Cor-|penses; other funds are obtained by 
by the Reconstruc-|poration. discount with the Federal Inter- 
tion Finance Cor- mediate Credit Banks. 
poration; prevailing 
rates were 5 per cent. 


Lends and grants money for the|Loans are for such|Rates are not greater $375,000,000 are available from the 
purchase of farm lands and for|periods, not exceed-|than 5 per cent nor $4,880,000,000 Work Relief fund; 
necessary rehabilitation of farmjing 40 years, as thelless than 3 per cent. $158,000,000 have been allotted. 
equipment; has assumed the ac-|Administrator pre- 

tivities of the Division of Sub-|scribes. 

sistence Homesteads and certain 

functions of the F.E.R.A. and 
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NAME 


PHYSICAL 
ESTABLISHMENT AUTHORITY LIFE ORGANIZATION MANAGEMENT 


RURAL 
ELECTRI- 
FICATION 
ADMINIS- 
TRATION 


SECOND 
EXPORT- 
IMPORT 
BANK OF 
WASHING- 
TON, D. C. 


TENNESSEE 
VALLEY 
ASSOCIATED 
COOPERA- 
TIVES, INC. 


TENNESSEE 
VALLEY 
AUTHORITY 


UNITED 
STATES 
POSTAL 
SAVINGS 
SYSTEM 


UNITED 
STATES 
RAILROAD 
ADMINIS- 
TRATION 


UNITED 
STATES 
SHIPPING 
BOARD— 
MERCHANT 
FLEET 
CORPORA- 
TION 


Created May 11,|/Emergency Relief|Appropriation lapses|Maintains only one office,;Management rests with an Adminis. 
1935, by Executive|Appropriation Act|June 30, 1937; therelin Washington, D. C.; there|trator, who is named by and responsible 
Order. of 1935. can be no extension of|are approximately 200 em-|to the President. 

life without further|/ployees attached to the 

Congressional action. |staff. 


Incorporation pa-|National Indus-|Life is limited; institu-|Maintains joint office with|Management is identical to and joint 
pers filed in District|trial Recovery Act|tion will function as|the Export-Import Bank of|with that of the Export-Import Bank 
of Columbia, Marchjof 1933. Government agency to|Washington, in Washing-jof Washington. 
12, 1934, in accord- June 16, 1937, or such|ton, D. C.; the 30 em- 
ance with Executive earlier date as Presi-|ployees of the Export-Im- 
Order of March 9, dent may fix. port Bank of Washington 
1934. also manage the affairs of 
the Second Export-Import 
Bank of Washington, D. C. 


Incorporated injFederal Emer-|Organized for perpet-|Maintains an office at Knox-|Management rests with an Adminis. 

Knox County, Ten-|gency Relief Actjual existence, but Fed-|ville, Tennessee; a dozen|trator named by the President; the 

nessee, January 23,jof 1933. eral support may be re-|cooperatives have been|three directors of the Tennessee Valley 
34 


linquished in two or/launched, others are pro-|Authority serve as officers; the coopera- 

three years. jected. tives make use of the organization fa- 
cilities of the Authority and cooperate 
extensively with the Banks for Co. 
operatives. 


Created by specific/Tennessee Valley|Life of Authority is un-|Maintains head office at}/Management rests with a board of 
statute May 18,/Authority Act of|limited, unless dis-|Washington, D. C.; other|three directors, headed by a chairman, 
1933. 1933 and Tennes-|solved by act of Con-|offices are located in severaljand appointed by the President. 
see Valley Act ofigress. cities in the Tennessee Val- 
1935. ley area; field and depart- 
mental employees number 
more than 2,200. 


Banks were first|/Postal Savings|This is a permanent The system functions as a division of 
opened in January|Bank Act of 1910./agency of the Govern- the Post Office Department; there were 
and February 1911. ment. 16,042 banks at the end of 1934. 


Created by Presi-[Army Appropria-|Federal control of rail-|Maintains an office with|Control reverted back to the companies 
dential proclamation|tion Act of Au-jroads terminated|the Treasury Department,|March 1, 1920; affairs are still con- 
December 26, 1917.|gust 29, 1916, and/March 1, 1920; Ad-|Washington, D. C.; a liq-lducted by a Director General of Rail- 
Federal Control|ministration is now injuidating force of seven is|roads and Agent, which office is now 
Act of 1918. process of liquidation. |retained. held by the Secretary of the Treasury. 


Formed April 16,/Shipping Act of|While intended as a|Maintains general offices in|The corporation is a division of the 
1917, by the United|1916 and Mer-|war emergency agency,|Washington, D. C.; district|United States Shipping Board Bureau 
States Shipping|chant Marine Actlits activities have nowjoffices are located in sixjand is under the direction of the Secre- 
Board. ; become permanent. _jother cities and one office is|tary of Commerce. 

maintained in London, 

England; employees num- 

ber 1,121, of whom 454 are 

temporary and 73 assigned 

to the Shipping Board 

Bureau. 


Created by specific|Act of Congress of|Ceased to receive ap-|Maintains an office with the|The corporation is under the jurisdic- 
statute, April 5,/1918. plications November|Treasury Department;|tiun of the Secretary of the Treasury, 

18. 30, 1924; discontinued|there are now no employees|the Secretary, under authority vested 
lending December 31,\of the corporation. in him by Act of March 1, 1929, has as- 
1924; entered liquida- signed liquidation to a Liquidating 
tion January 1, 1925. Committee. 
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LENDING FUNCTIONS TERMS RATES CAPITAL FUNDS OTHER FUNDS 


Lends for the building of power Loans are normally/A 3 per cent rate is $100,000,000 are available from the 
and light lines in areas now with- made to maturejnormally maintained. $4,880,000,000 Work Relief fund; 
out electric service; finances in-|within 20 years. this limitation may be waved by the 
stallation of electrical appliances President. 

and sanitary equipment. 


Lending functions are similar to/Terms of loans are|Rates on loans are|$250,000,000 common stock sub-|The bank is authorized to borrow ad- 
those of the Export-Importjsimilar to those of|similar to those of|scribed by the United States under|ditional money with the approval of 
Bank of Washington. the Export-Import/the Export-Importjauthority of the National Indus-|the Secretary of the Treasury, but no 
Bank of Washing-|Bank of Washing-|trial Recovery Act; the Recon-|funds have been raised in this 
ton. ton. struction Finance Corporation|manner. 
subscribed $2,500,000 preferred 
stock, which latter was retired on 
July 29, 1935. 


Finances cooperative enterprises|Loans are usually|There are no statu- Stock subscription is provided 
in the Tennessee Valley area;jshort term in char-|tory limitations as from a $300,000 allocation by the 
initial advancements are in-|acter. to rates, but charges Federal Emergency Relief Admin- 
tended as relief grants, but aim are held at a mini- istration. 

is to provide self-supporting mum. 

lending activities by the coop- 

eratives. 


Lends to states, counties, and|/There are no statu-|There are no statu- $50,000,000 were allotted under the 

municipalities to enable them to|tory limitations as to/tory limitations as to National Industrial Recovery Act of 

acquire electric distribution fa-|terms of loans. rates on loans. 1933; further requirements are pro- 

cilities. vided for by annual Congressional 
appropriations. 


The Postmaster General is the (Data on this agency are not included here, since it does not perform any lending functions) 
executive head of the system 

and ex-officio chairman of a 

board of three trustees. 


Loans were made to federally|Loans were short/The uniform rate of Funds were obtained from direct ap- 
controlled carriers for the pur-|term; Transporta-|interest was 6 per propriations by Congress and from 
pose of raising funds for matur-jtion Act of 1920 pro-|cent. operating revenue receipts; certain 
ing obligations or for reorganiz-|vided for the funding obligations acquired from the car- 
ing railroads in receivership. of indebtedness for a riers were sold to the investing pub- 
period of 10 years. lic, and the proceeds were deposited 
a the Director General’s revolving 

und. 


Lends for the building and re-|Loans cannot exceed|Rates are 314 per|The initial capital stock is $50,-|/Funds at the disposal of the corpora- 
conditioning of merchant ships.|20 years; new con-|cent for foreign trade|000,000, and the law provides that/tion consist of operating receipts, 
struction loans range|periods and 5% per|this may not be exceeded; all, ex-jsales receipts, insurance premiums 
from 14 to 20 yearsjcent for inactive pe-|cept qualifying shares of the trus-|and annual appropriations made by 
and _ reconstruction|riods; rates from/tees, who are Government ofiicials,|Congress. 
loans range from fivelconstruction loan|is owned by the Department of 
to 15 years. fund to September|Commerce in behalf of the United 
30, 1935, average/States. 
3% per cent. 


Designed originally to finance|Advances were made|Rates were not less|Initial capital was $500,000,000,/The corporation was authorized to 
industries whose operations were|for five years. than 1 per cent injall subscribed by the United|issue bonds up to six times its paid in 
hecessary for prosecution of the excess of prevailing/States; $10,000 is now outstand-|capital; $20,000,000 was issued, of 
War; corporation undertook rail- discount rates for 90}ing. which $10,000 now remains out- 
toad financing in 1919, and agri- day commercial pa- standing. 
cultural financing in 1921. per and were not 

greater than the av- 

erage rates receiv- 

able elsewhere. 
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Survey of Government Banking (See pages 74-83) 


MORE than 30 Federal and quasi-Federal agencies are pre- 
pared to furnish credit facilities to American industry, com- 
merce and finance during 1936. Of these, four were organized 
during the past year. 

The additions are the Federal Prison Industries, Inc., 
which began operations on January 1, The Reconstruction 
Finance Corporation Mortgage Company formed under the 
laws of Maryland on March 14, The Resettlement Adminis- 
tration created by Executive Order on April 30, and the 
Rural Electrification Administration established by the 
President on May 11. The Electric Home and Farm Author- 
ity was incorporated in the District of Columbia on August 
1. Its functions are, however, substantially the same as 
those of the Electric Home and Farm Authority, Inc., 
which was organized under the laws of Delaware, January 
17, 1934. 

The 30-odd agencies are wholly or partly financed by the 
Government, or are financed privately under Federal juris- 
diction of one kind or another. They are variously organized 
as corporations, as authorities and administrations, and as 
systems of cooperatives and associations. Operations are 
mainly directed from Washington and are carried on in some 
100 or more different regional divisions and a multiple of 
district and sub-districts with offices scattered in every city 
and in many small communities throughout the country. 

Three-fourths of the agencies have no limitations as to 
tenure, by charter or by statute, and will continue function- 
ing indefinitely in their present form, or will eventually be 
absorbed by the permanent governmental departments. 
The existence of others is dependent upon different contin- 
gencies including receipt of funds from annual Congressional 
appropriations, and several are required by law to cease 
lending activities on specified dates, or at such earlier times 
as the President may fix. 

This year will see five particular instances of retrench- 
ment in Federal lending activities. The production credit 
associations were authorized to make home loans up to 
January 1, 1936. On January 31 certain powers of the 
Reconstruction Finance Corporation to make commitments 
terminate. Loans eligible for insurance under the National 
Housing Act must be made before April 1, and the Federal 
home loan banks are authorized to make loans to member 
institutions only up to July 1. Operations of the Home 
Owners’ Loan Corporation are scheduled to end on July 31. 

Lending functions of at least six agencies will expire during 
1937 unless extended. These are, the Reconstruction Finance 
Corporation, on February 1; the Commodity Credit Corpo- 
ration, on April 1; the two Export-Import Banks, on June 16; 
the Federal Emergency Administration of Public Works and 
the Rural Electrification Administration, both on June 30; 
and the Electric Home and Farm Authority, on August 1. 

The Land Bank Commissioner is authorized to make 
loans up to February 1, 1940. 

The Regional Agricultural Corporations, established July 
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21, 1932, by the Reconstruction Finance Corporation, are: 
now in process of liquidation, their functions having beeg. 
taken over by the production credit corporations and associ-. 
ations. Also in liquidation are the joint stock land ban 
Chartered under provisions of the Federal Farm Loan Act of! 
1916, these are now prohibited, under the Emergency Farm 
Mortgage Act of 1933, from acquiring new business, and 
their activities are gradually being assumed by the Land: 
Bank Commissioner and the Federal land banks. The Publi¢ 
Works Emergency Housing Corporation, created November 
29, 1933, as an arm of the Housing Division, was dissolved: 
after a short-lived unproductive existence. Assignments of 
the Division of Subsistence Homesteads of the Department 
of Interior, the Land Policy Section of the Agricult 
Adjustment Administration, and the Land Program and 
Division of Rural Rehabilitation of the Federal Emergency 
Relief Administration were transferred to the Resettlement? 
Administration upon the establishment of the latter last) 
April. The drought relief and the emergency crop and feed’ 
loans of the Governor of the Farm Credit Administration 
were temporary expedients. No national mortgage associa- 
tions have as yet been established. Charters for these were 
provided on June 27, 1934. 

The Federal Deposit Insurance Corporation and the Feds 
eral Savings and Loan Insurance Corporation provid 
insurance, the former for bank deposits, and the latter for 
accounts in savings and loan associations. Their intimate! 
relation with banking notwithstanding, these corporations! 
cannot strictly be identified as lending agencies. 

Credit of every description is available, and ranges from 
outright grants to orthodox loans. The loans are usually; 
made against specified security such as mortgages, liens, 
warehouse receipts, shipping papers, bonds, notes, certifix 
cates, and other collateral instruments. Repayments are it 
most cases by monthly or yearly instalments, and may 
extend from a few months up to, in some instances, 40 years, 
Interest and discount are held at minimum rates, and in no 
cases do they exceed the legal maximum. 

The combined outstanding loans of those Federal agencies 
alone, which are financed in whole or in part by the Treasury, 
now exceed the total outstanding loans of all the membef 
banks of the Federal Reserve System in 100 leading cities. 
The amount was reported by kinds of loans as of October 31) 
as follows: 


$3,460,555,000° 
2,907 099,000) 
1,418,368,00 
225,028,000; 
306,717,000 


$8,317,767,000 


Compiled by NILS V. HANSELL — 
of the Staff of BANKING 
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